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CHAPTER I 

What Is Political Economy and What Does It Teach? 

In its struggle the proletariat is guided by the teachings 
of Marx, Engels, Lenin and Stalin. These great teachers 
and leaders of the proletariat have 
Maraism-Leninism forged a powerful weapon. They have 
—the doctrine of created and developed the revolutionary 
the proletariat pioletariat. The Marxist- 

Leninist teaching is a guide for the working class m its 
struggle undei capitalism. Marxism-Leninism is a power¬ 
ful weapon in the hands of the class conscious workers of 
all countries who enter the struggle against capital, and 
after the triumph of the proletarian revolution it shows the 
woiking class the way to conduct successfully the further 
stiuggle against all enemies of socialism, it enables them 
to cairy out a collect policy ensuiing the building of a 
complete socialist society 

In his explanation of the first diaft piogiam of the Bol¬ 
shevik Paity, Lenin wrote more than thiity years ago diat 
Mai Xian theoiy 

“ tor the first time transformed socialism fiom a 
utopia into a science, established a firm basis foi this 
science and indicated the load along which to pioceed 
in developing and elaboiating this science fuithei in all 
its details. It imcoveied the essence of modem capi¬ 
talist economy, explaining how the lining of laboui, the 
pui chase of labour power, masks the enslavement of 
millions ol piopeityless people by a small group of capi¬ 
talists, the owneis of the land, factoiies, mines, etc It 
showed how the entire development of modern capital¬ 
ism tends towards the crushing of small enterprises by 
laige ones, ci eating conditions which make possible and 
necessary the establishment of a socialist older of so¬ 
ciety. It taught one to distinguish—under the veil of 
established customs, political intrigue, tricky laws and 
tangled teachings—the class struggle, the struggle of 
propertied classes of all sorts with the propertyless 
masses, with the proletariat, which leads all the proper¬ 
tyless masses. It made the real task of the revolution¬ 
ary, socialist party clear: not the concoction of plans for 
11 
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the reorganization of society, not sermons to the capital¬ 
ists and their henchmen about improving the conditions 
of the workers, not the organization of conspiiacies, but 
the organization of the cla^s straggle of the proletarmt 
and the leadership of this stiniggle, the fin({l aim of 
which IS—the capture of political power by the pro¬ 
letariat and the organization of socialist society ” * 
Marx was the fust to give a scientific approach to 
the study of the history of mankind Bourgeois scientists 
are powerless to explain the laws of development of society. 
They represent the histoiy of society as a continuous chain 
of pure accidents in which it is impossible to find any defi¬ 
nite law connecting them Maix was the first to show that 
social development like natural development follows definite 
internal laws However, unlike the laws of natuie, the 
laws of development of human society aie realized, not in¬ 
dependently of the will and acts of man, but, on the con¬ 
trary, through the action of the broad human masses 
Mai xism discovei ed that the capitalist system, by virtue of 
the contradictions inherent in it, is unsweivmgly advancing 
towaids its own destruction. Marxism teaches, howevei, 
that the destruction of capitalism will not come of itself, 
but only as the lesiilt of a bitter class stiuggle of the pro¬ 
letariat against the bourgeoisie The social-demociatic 
theory that, since society piesumably develops according to 
definite laws, the working class can sit down with folded 
hands and wait for these laws to bung about socialism in 
place of capitalism is a crass distortion of Marxism. The 
laws of social development do not realize themselves auto¬ 
matically. They forge their way through the class struggle 
taking place in society 

The proletariat, armed with the Marxist-Lenmist teach¬ 
ing, carries on the struggle for socialism with certainty. It 
knows the laws of social development; with its struggle, its 
work, its activity, it follows these laws, which lead to the 
inevitable destruction of capitalism and the triumph of 
socialism » 

Marxism-Leninism teaches one to lay bare the class 
struggle of the disinherited against their oppressors. 
Marxism-Leninism teaches that the only road to socialism 
leads through the determined class struggle of the prole¬ 
tariat for the overthrow of the power of the bourgeoisie 
and the establishment of its own dictatorship. 

• Lenin, Collected Works, Vol, II, “Our Program,” p 491, Russian ed. 
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Let us take any capitalist country. Whether it is an 
advanced or a backward country, the first thing that strikes 
one IS class differences In splendid 
Class clifTerences mansions on streets lined with lawns 
under capitalism tiees—a few rich people live In 

dirty, smoky houses, squalid tenements or rickety shacks 
on joyless streets—live the woikers, the cieators of the 
tremendous incomes of the rich 

Undei capitalism society is divided into two great 
enemy camps, into two opposed cla.sses —the bourgeoisie 
and the pi oletai lat , The bourgeoisie has all the wealth and 
all the power m its hands, it has all the plants, factories, 
mines, the land, the banks, the railroads; the bouigeoisie 
IS the )uhn() class The proletariat has all the oppression 
and poverty The cont7ast between the bow (jeoisie and the 
pioletauat —that is the most impoitant distinction in any 
capitalist countiy The sttuqqle between the working class 
and the bouigeoisie—that is what takes precedence over 
eveiything else The (julf between these two classes grows 
ever deeper, evei wider With the growth of class contradic¬ 
tions the indignation of the masses of the working class 
grows, then will to struggle glows, as do their revolution¬ 
ary consciousness, then faith in their own strength and in 
their final victoiy over capitalism 

The ciisfs brought untold suffering to the proletariat. 
Mass unemployment, lower wages, thousands of suicides 
of people brought to desperation, death from starvation, 
increased moitality of children—^these are the joys of capi¬ 
talism for the workers. At the same time the bourgeoisie 
gets its tremendous incomes as usual. 

Thus, for instance, according to German newspapers, 
43 directors of the dye trust get 145,000 marks a year each; 
4 dnectors of the Schubert and Saltzer Firm—145,000 
each, 2 dnectors of the Use Corporation—130,000 each; 7 
directors of the Mannesmann Corporation—135,000 each; 
22 directors of the Alhance Insurance 'Co —80,000 each. 

Millions of people go hungry so that a handful of para¬ 
sites may live in luxury and idleness. This is the picture 
which capitalism presents, this is the picture of the class 
contradictions, sharpened to the extreme by the unprece¬ 
dented crisis. 

The interests of the bourgeoisie and the proletariat are 
opposed to each other. The bourgeoisie tries to hold on to 
its rule by all the devices of violence and deceit. The pro- 
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letariat tries, in propoition to the growth of its class con¬ 
sciousness, to do away with capitalist slavery and to sub¬ 
stitute the socialist order foi it. 

The bourgeoisie and the proletariat are the basic classes 
in capitalist countries Their inter-relations, their struggle 
—these are what determine the fate of capitalist society. 
However, in capitalist countries, together with the boui- 
geoisie and the proletariat, there are other, intermediate, 
strata. In many countiies these intermediate stiata an 
fairly numerous 

The Intel mediate strata consist of the small and middle 
peasants (faimer), artisans, and handicraftsmen These 
stiata we call the petty bourgeoisie. What makes them km 
to the bourgeoisie is that they own land, instruments and 
tools But at the same time they are toilers, and this makes 
them km to the pioletaiiat Capitalism inevitably leads to 
the paupci ization of the mtei mediate strata. They are be¬ 
ing squeezed out-under capitalism Insignificant numbeis 
break thiough into the ranks of the exploiters, great masses 
are impoveiished and sink down into the lanks of the pio- 
letariat Hence, m its struggle against capitalism, the pio- 
letariat finds allies m the broad masses of the toiling pea¬ 
sants. 

The bourgeoisie and the proletariat—^these are the tw o 
mam classes m every capitalist country. The bourgeoisie 
rules But the bourgeoisie cannot exist 
What are without the working class The capi- 

® • talist cannot prosper if hundreds and 

thousands of workers will not bend their backs and be 
drenched m sweat at his plants and factories. The blood 
and sweat of the workers are converted into jingling com 
to fill the pockets of the rich. The growth and strengthen¬ 
ing of bourgeois rule inevitably call forth the growth of 
the working class, an increase m its numbers and m its 
solidarity Thus the bourgeoisie prepares its own grave¬ 
digger. As the capitalist system develops, the forces of the 
new, socialist society ripen at its core. Classes, their strug¬ 
gle, the contradictions of class interests—this is what con¬ 
stitutes the life of capitalist society. 

But what are classes? Lenin answered this question as 
follows: 


“What IS meant by classes m general? It is what 
permits one part of society to appropriate the labour of 
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another If one part of society appropriates all the 
land, we have the classes of landlords and peasants. If 
one part of society owns the plants and factories, shares 
and capital, while the other part works for them, we 
have the classes of capitalists and proletarians ” * 

What IS the secret, however, which lendeis it possible 
for one part of society to appropi late the labour of another 
part of that society’ And what are the reasons for the ap¬ 
pearance of whole groups of peojile that “sow not, but 
reap”’ 

In order to understand this it is necessary to look into 
how 'production is organized in society. Every worker, 
every toiling faimer knows verv well what pioduction 
means. People must have food, clothing and shelter in or¬ 
der to exist Eveiy toiler knows very well what work it 
takes to build houses, cultivate land, pioduce biead, do the 
work in plants and factoiies to pioduce the things man 
needs—because every worker, eveiy toiling farmer, himself 
takes pait in this woik 

By means of labour, people change obiects found in 
nature, adapt them for then use and for the satisfaction of 
then wants. In the bowels of the earth people find coal, 
iron ore, oil By their labour they extract these useful ob¬ 
jects and bring them to the surface of the earth Here the 
iron ore is smelted and made into iron The iron is in turn 
converted into the most diverse things—from a locomotive 
to a pocket knife or needle. 

Everyone knows that people do not work singly but to¬ 
gether What could one man, by himself, do with a coal 
mine, an iron mine, a plant or a factory ’ And first of all, 
could there be such undertakings altogether without the 
united effort of thousands and tens of thousands of people’ 
However, it is not only on large undertakings that individ¬ 
ual effort IS unthinkable Even the individual peasant 
working a small plot of land with the help of his old mare 
could not do so if other people would not furnish him with 
a whole number of necessary things The handicraftsman 
and artisan who works by himself could not get very far 
either without the instruments and materials which are the 
product of the labour of others 

We thus see that production proceeds in society. Pro¬ 
duction IS social, but it IS organized in various ways 

* Ihvd, Vol XXV, “Speech at the Third Congress of the Russian 
Young Communist League,” p 391, Russian ed 
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In order to produce, land, factoiy buildings, machinery 
and raw material are needed. All these are called the 
means of production. But the means of production aie 
dead without human laboui, without live labour power. 
Only when labour power is applied to the means of produc¬ 
tion does the process of production begin. The place and 
significance in human society of difyeient classes are deter¬ 
mined by the relation of each of these classes to the means 
of production For instance, under the feudal system the 
principal means of pioduction—the land—is owned by the 
landlord By means of his ownership of the land, the land¬ 
lord exploits the peasants Under the capitalist system all 
enterprises, all the means of production, are in the hands 
of the bourgeoisie The working class has no means of pro¬ 
duction This IS the basis for the exploitation of the pro¬ 
letariat by the bourgeoisie 

Capitalism was not the cieatoi of classes and class dif¬ 
ferences Classes existed before capitalism, under the 
feudal system and even eailier. But capitalism substituted 
new classes for the old. Capitalism created new methods 
of class oppression and class struggle. 

‘‘Classes are large groups of peisons, differing ac¬ 
cording to their places in the historically established 
system of social production, according to their rela¬ 
tions (mostly fixed and formulated in laws) to the 
means of production, according to their roles in the 
social organization of labour and consequently accord¬ 
ing to their methods of obtaining and the size of the 
share of social wealth over which they dispose. Class¬ 
es are groups of persons, of which one group is able 
to appropriate the labour of another, owing to a dif¬ 
ference m their respective positions in a definite order 
of social economy.” * 


Marxism was the first to disclose the laws of develop¬ 
ment of human society Marx showed that economics lies 
„ j . - at the basis of social development and 

Productive forces ^^^t the mainspring of social develop- 

relations '**^**®“ ment is the class struggle. The struggle 
of the oppressed classes against their 
oppressors—this is the fundamental motive force of his¬ 
tory. 

We have already seen that classes differ according to 


* llnd, Vol XXIV, “the Great Initiative,” p 337, Russian ed 
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the place they occupy in a given system of social produc¬ 
tion. We have also seen that the place occupied by any 
class is determined by the i elation of this class to the means 
of production In the piocess of production definite rela¬ 
tions are established between people. 

We already know that social production is variously 
oiganized Tn capitalist countiios there is one social sys¬ 
tem, in the Soviet Union theie is a totally different one. 
In capitalist counti les the pi oletariat is compelled to work 
for the capitalist, is subjected to submission and arbitrary 
rule There the plants, the factoiies, the railroads, the 
land, the banks—all belong to the bouigeoisie The bouig- 
eoisie has all the means of pioduction in its hands This 
makes it possible for the bourgeoisie to dram the life sap 
out of the woikeis, to oppress and enslave the working 
class The relations between the bouigeoisie and the pro- 
letaiiat, between the capitalist oppiessois and the exploit¬ 
ed woikeis, put a decisi\e stamp on the entire ordei of 
any capitalist counti v In the So\iet Union, on the cen¬ 
tral y, the pi oletariat occupies the ruling position m the 
plants, the factories and in the entiie state 

Ill the couise of pioduction, definite relations arc es¬ 
tablished between people, between entire classes These 
relations w'o call tiioduction ielutions The relations be¬ 
tween w'orkeis and capitalists can ser\e as an example of 
pioduction relations Every social system, every system of 
social production, is chaiacteiized by the production lo- 
lations dominant in it In the Soviet Union production 
relations aie cntnelv diffcient from those in capitalist 
counti les 

What detci mines production relations m society, on 
what do they depend‘d Maix showed that production re¬ 
lations depend upon the stage of development of the niat- 
enal piodurtire tones of society At different stages of 
its dexelopment a society commands different levels of pro- 
ductue foices At present, production takes place princi¬ 
pally at large plants and factories, by means of complex 
machinery Even m agi iciilture, wdieie for ages the an¬ 
cient w'ooden plough held sw'^ay, complex machinery is be¬ 
ing used to an ever greater extent In the past, however, 
human labour wms totally different Modern complex mach¬ 
inery was not even dreamt of then In very ancient times 
a stone and a stick were the only instruments known to 
man Many thousands of years have elapsed since then 
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Giadually men discoveied newei and newer methods of 
work, learned to make new instruments. Instruments and 
machinery are the seivants and helpers of man With their 
aid human labour powei produces enoimous quantities of 
things which were undreamt of before Of course, with the 
change of the moans of pioduction, with the introduction 
of new machinery, the very labour of man changes Dur¬ 
ing the last century to century and a half, technical pro- 
giess has been paiticulaily lapid. 

About a bundled and fifty years ago people did not yet 
know anything about the steam engine, electiicity came in¬ 
to use only about fifty yeais ago Railioads have been 
developed only during the last hundi ed year s Automobiles 
became common only duiing the last few decades, ti actors 
—even moic recently People still remember veiy well 
the first appeal anco of aeioplanes—it was only a shoit time 
befoie the war The radio ivas de\eloped onl> ? nee the 
war, 

Howoxer, it is not only man’s tools—lus inanimate as¬ 
sistants—that grow and develop At the same time the 
living pioductive forces of society develop llic (neatest 
pioductive foice consists of the toiling classes themselves, 
man himself The abilitj, the skill and the knowledge of 
man inci ease with the development of machines and the 
giowth of technique There could be no aviatois while 
theie were no aeroplanes, there could be no chaufieuis be¬ 
fore the appearance of automobiles Man leains not only 
to work with the assistance of complicated machines, fust 
of all he also leaims to cieate them, to construct them 

Together with tlie development of the pi oductive foi ces, 
pioduction relations change Maix says tliat social produc¬ 
tion relations change more oi less lapidly, and ultimately 
correspond with the change and development of the mat¬ 
erial means of production, with the change in pioductive 
forces 

Fuithei, the transition from one foim of class domin¬ 
ance to another is inseparably linked up with the develop¬ 
ment of the productive forces of society Thus, for exam¬ 
ple, the development of capitalism is linked up with the 
spread of large-scale production and with the appearance 
of machines. 

We have already seen, for instance, that in primitive 
times the state of development of productive forces was 
very low Working tools were not yet developed Man 
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could only inadequately struggle with nature. Primitive 
tribes could only just manage to feed themselves on the 
products of the hunt. There were no reserves whatever 
Therefore there could not be a system of classes, where one 
lives at the expense of the other. The division of society 
into classes appears at a higher stage of development of 
the productive forces. 

Up to a certain point production relations stimulate 
the development of material productive foices Thus, for 
instance, capitalism ladically changed the old methods of 
laboui, evoked and developed large-scale machine produc¬ 
tion But at a certain point in then development, the pro¬ 
ductive foices begin to contradict the production relations 
within which they developed. 

“Fiom forms of development of productive forces 
these lelations tuiii into their fetters Then comes 
the peiiod of social i evolution ” ' 

At the pieseiit time we aie living in such a period of 
social revolution The production relations of capitalist 
society have turned into chains hampering the further dev¬ 
elopment of productive forces Ovoithrowing the power 
of capital, the pioletaiiat bieaks these chains. The pro- 
letaiian icvolution fiees the productive forces from the 
chains of capitalism and opens up an unlimited scope for 
then development 

The capitalist system, lesting as it does on the brutal 
exploitation of the toiling masses, will not get off the stage 
of its own accord Only the heioic lev- 
1 he scope of ^ ohdionai tj struggle of the working 
stiidv oi pohti- class, relying upon its alliance with the 
ca economy basic mass of peasants and toilers in 

the colonies, will bring about the overthrow of capitalism 
and tnumph of socialism the world over. 

How is capitalism oigamzed, how is the apparatus oi- 
ganized by means of which a handful of capitalists en¬ 
slave the working masses’ It is important to know this 
in order to take a conscious and active part in the great 
struggle which is now going on all over the world between 
capitalism and socialism 

The development of capitalism leads to the victory of 
the proletarian revolution, the triumph of the new, social¬ 
ist system This was established by Marx many years ago. 

*Maix, Critique of Political Economy, Preface, p 12, Charles H 
Kcer & Co , Chicago, 1908 
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Marx came to this conclusion thiough a thoiough study of 
the capitalist system of production, through discovering 
the laws of its development and decline. 

From this it is clear what tremendous significance there 
IS m political economy, which, in the words of Lenin, is 
“the science of the developing historical systems of social 
production.” This science occupies a very important place 
in all the teachings of Maix and Lenin. 

In his introduction to CapitaZ, Marx says* 

“ . . it is the ultimate aim of this work to lay baie 
the economic law of motion ot modern society,” i e., 
capitalist society 

Marx set himself the task of discovering the law of 
development of capitalist society m order to guide the pi o- 
letariat in its struggle for freedom. 

“The study of the production relationships in a giv¬ 
en, historically detei mined society, m their genesis, 
their development, and their decay—such is the con¬ 
tent of Maix’s economic teaching,” * says Lenin. 

The seivants of the bourgeoisie try to “prove” that 
the capitalist system, capitalist relations, aie eternal and 
immutable Their purpose is perfectly evident They 
would like to convince the workers that theie can be no 
question of the overthiow of capitalism The fall ol cap¬ 
italism, they say, is the fall of humanity Humanity, ac¬ 
cording to them, can only exist on the basis of the capital¬ 
ist system Hence they try to represent all the basic laws 
of capitalism, all the most important social lelations of 
the capitalist system as eternal laws, as immutable lela- 
tions Thus it has been—^thus it will be, say the hii elings 
of the bourgeoisie. 

The political economy of Marx and Lenin does not leave 
a single stone of this dream edifice of the reactionaries 
standing The Marxist-Lenmist theoiy shows how capit¬ 
alist relations arise from the ruins of the previous system, 
how they develop, and how the development of the ever 
sharpening internal contradictions of capitalism inevitably 
lead to its destruction, lead to the victory of the socialist 
revolution of the proletariat—^the grave digger of the bour¬ 
geoisie. 

The history of mankind tells us that man lived on this 
earth for thousands of years knowing nothing of eapital- 
* Lemn, Marx-Engels-Marxi'>m, “Karl Marx,” p l.'S, Moscow, 1034. 
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ism This means that the laws which political econom\' 
discloses in capitalist production are neither eternal nor 
immutable On the contiary, these laws only appear to¬ 
gether with capitalism and disappeai with the destiuction 
ot the capitalist system which gave use to them. 

It moans, in addition, that political economy cannot con- 
hne itself to the study of only the capitalist order of so¬ 
ciety, but must also study the pievious epochs in the de¬ 
velopment of society. 

Maixist-Lenimst political economy penetrates deeply 
into all the mncimost recesses of the capitalist system of 
coercion and exploitation It uncoveis the tiue nature of 
class relations which the learned hirelings of the bourg¬ 
eoisie tiy to befog 

Marxism-Leninism studies the production lelations of 
people 111 capitalist society in their development, in motion 
The pioductive foices of human society develop, as we 
ha\e already shown, within the fiamework of definite pro¬ 
duction lelations The development of capitalist society, 
howe\ei, i caches the point wheie the productive foices> 
outgiow the limits imposed upon them by the production 
relations within the fiamework of which they grew and 
developed for a time The contradictions between the pro¬ 
ductive foices of capitalist society and its production re¬ 
lations then grow shaiper and deeper. These contradic¬ 
tions find their expression in the class struggle between 
the bourgeoisie, which defends the system of exploitation, 
and the proletar lat, which fights for the abolition of all ex¬ 
ploitation of man by man _ 

Marxist-Lemnist political economy centies its atten¬ 
tion on the developing contradictions of capitalism, which 
lead to its destruction and to the tiiumph of the social¬ 
ist revolution of the piolctariat. The social revolution is 
conditioned by the contradictions between the productive 
forces and the production relations under capitalism, which 
find their expression in the class struggle These contra¬ 
dictions inevitably grow keener as capitalist society devel- 


Socialism comes to replace capitalism. Under social¬ 
ism, production relations in society are entirely different 
„ , in structure from those under capital- 

Pohtical economy jgjjj political economy study these 

of loSalUm new relations’ Of course it must. Len- 

in has shown that political economy is 
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“the science dealing with the developing historical systems 
of social production.” 

Engels—who was Marx’s closest companion-in-arms— 
has pointed out that 

“Political economy, in the widest sense, is the science 
of the laws governing the production and exchange 
of the material means of subsistence in human soci¬ 
ety ” * 

Consequently, political economy must studv not only 
capitalism, but also the epochs which pieceded it and the 
order of society which is coming to replace it 

Does this mean that foi all systems of social piodiiction 
the same laws prevail*^ Not at all On the contiarv, ev¬ 
ery system of social pioduction has its ovmi poculiai laws. 
The laws which pievail in the capitalist oidei lo.se their 
force and their significance undei socialism 

At present, when socialism is being tiiumphantly built 
on a sixth of the globe, the gieat piactical impoitance of 
also studying the economic structure of socialism and the 
tiansitioii period fiom capitalism to socialism is cleai 
To us theoiy is not a dogma (i c . a dead, loligious doc¬ 
trine), but a (juutc to action Theory is of gieat signi¬ 
ficance to the rc\ olutionary struggle The gieatest libeia- 
tion movement in the woild of an oppressed class, the most 
revolutionai y class in histoiy, is impossible without ievol¬ 
utional y theoiy, Lenin has sticsscd numoious times 

“You know that a theory, when it is a genuine theoi y, 
gives practical wotkers the powei of oiientation, claiity 
of poispective, faith in their woik, confidence m the vic¬ 
tory of our cause All this is, and must be, of enoi m- 
ous importance foi the cause of our socialist construc¬ 
tion,” ■ says Comiade Stalin 

Political economy must give a cleai and piecise under¬ 
standing not only of the laws governing the development 
and decline of capitalism, but also of the laws governing 
the new socialist order that arises from the i uins of capit¬ 
alism Marxist-Lenmist political economy throws a bright 
hght on the picture of the decaying capitalist world and 
f 

* * Engels, Herr Eugen Duhrtng’s Revolution in Science, p 167, 
Moscow, 1934 

** Stalin, Leninism, Vol II, “Questions of Argarian Policy in the 
Soviet Union,” p 181, Moscow, 1933 
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also on the picture of the socialist world under construction 
in the U.S S R. 

It IS clear that attempts artificially to confine political 
economy within the narrow wails of studying only the cap¬ 
italist system play into the hands of the enemies of socialist 
construction. Such attempts prevent the theoretical com¬ 
prehension of the vast expeiience of the Soviet Union in 
economic construction, experience of the utmost importance 
for the woi king class of the entire world. Such attempts 
lead to theory lagging behind practice, to the separation of 
theoiy fiom piactice, which plays into the hands of our en¬ 
emies Such a conception of political economy, as a science 
dealing only with the capitalist system, is held by many 
economists, on the initiative of one of the thcoieticians of 
social-domociacv, Hilfeiding, who attempts an idealist re¬ 
vision of Maixism Lenin came out shaiply against such 
a conception 

Two woilds—the w'oild of capitalism and the woild of 
socialism—this is what at piosent constitutes the ccntie of 
attention in political economy 

riipic'ccdoiitod destiuction and disiniegi atioii aie cak¬ 
ing placf' 111 capitalist coiintiies Beginning wuth the au¬ 
tumn of 1029 a Cl ISIS of unwonted 
Two woiIds, dejith and powei has been devastating 

two these coiiiiti les This ci isis has exceed¬ 

ed an\ Cl ISIS picnioiisly known to the 
capitalist woild in its seventy, in its piotiacted natiiie and 
in Jie distiess it has caused to the toiling masses 

The Cl ISIS bi ought tiomendous luin both to industiy 
ainl to agriciiltiiie Because of the lack of niaikets, pio- 
duction has been cuitailed to an ev’ei inci easing extent, 
shutting down plants and lactones and thiowing millions 
ot woi kei s out ot employment In the villages the areas under 
cultivation w^eie i educed, and millions of farmers ruined 
(Beat quantities of goods weie simply destioyed in Brazil 
coffee was dumped into the ocean, in the United States 
wheat w^as used to fiie locomotives, milk was spilled into 
rivers, fish throwm back into the sea, cattle destroyed, har¬ 
vests ruined—all in order thus to reduce the quantity of 
foodstuffs thrown on the market. At the present time when 
the lowest depths of the crisis have already been passed, 
capitalism has succeeded m somewhat easing the position of 
industry by means of the utmost intensification of the ex- 
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ploitation of the woikeis, by inci eased robbery of the far- 
meis, by still fuither pillaging the colonies Ncveitheless, 
theie can be no talk of any seiious economic reco\ciy in cap¬ 
italist countiies, since capitalism is living thiough the peri¬ 
od of its decline, ’ts disintegiation The bouigeoisie seeks a 
way out of the crisis by mcieasmg the exploitation of the 
masses of woikeis, by paving the way foi a new impellalist 
wai and inteivolition against the U S.S R. The bourgeoisie 
IS passing to fascist methods of rule to an ever gieatci ex¬ 
tent, 111 an attempt to keep the woikeis in subjection by 
means of bloody teiioi 

Duiing the >eais of this piofound ciisis of woild cap¬ 
italism, the ir.S S R has successfully fulfilled its Fust Five- 
Year Plan of socialist coiisti uction in foiii >eais At the 
present time, the USSR is tiuimphantly cai lying out the 
even gi eaten task of the Second Five-Ycai Plan—the build¬ 
ing of classless socialist societj 

The U S.S R has laid the foundation of socialist econ¬ 
omy during the years of the Fust Five-Yeai Plan Social¬ 
ist laige-scale industry—^the fundamental base of social¬ 
ism — has grown enoimously Dozens of new industries 
have been created that had novel before existed in Russia 
In particular, heavy industiy, which is the backbone of the 
entile national economy, has made great strides forward 

During the period of the Fust Five-Year Plan, the 
USSR has also accomplished the tiemendous task of re¬ 
organizing agiicultuie on socialist principles The new^ sys¬ 
tem of collective farms (kolkhozes), that opened the door 
to a well-to-do and culUiied life for the millions of peas¬ 
ants, has triumphed in the village The basic masses of 
the peasantry, the collective farmers, have become staunch 
suppoiteis of the Soviet powei, and the last bulwAik of 
capitalism—the kulak (the iich, exploiting farmei)—has 
been routed 

The working class has grown enormously. The living 
conditions of the broad masses of woi'kers have improved. 
The Soviei Union has been tiansfoimed into a land of ad¬ 
vanced culture Universal education has been introduced 
and the illiteracy of tens of millions of people has been 
done away with Millions of children and adults are study¬ 
ing at vai lous schools. Tremendous success has been ach¬ 
ieved in the inculcation of socialist labour discipline The 
energy and activity, the enthusiasm of the millions of build¬ 
ers of socialism, have grown tremendously. 
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“As a result ot the Fiist Five-Year Plan, the possib¬ 
ility of building socialism in one countiy was for the 
first time in the histoiy of mankind demonstiatcd be- 
foie hundieds of millions of toileis of the whole world “ 
In the Soviet Union “the woikei and collective fai- 
mei have become fully confident of the moiiow, and 
the constantly using Unci of the matcnal and cultural 
living staiidaids depend solely upon the cjuality and 
(luantity ot the laboui expended by them (lone is the 
menace of unemplovment, povei ty and staivation for 
the toilci of the U S S 11 (’onndently and ]oyfully each 
woikei and collectiv'c fainici looks into his futuie, and 
piesents constantlj using demands for knowledge and 
cultuie ” ■■ 

At the same time, iii the lands of capital the masses 
of toileis suflci iintokl and unpiecedeiitecl piivations The 
aimy of unemplovod giew with each yeai of the crisis 
until it leached the stupendous figUH' of fifty million This 
means that the piesent ciisis doomed to all the tortuies 
of unemployment and hungei a niimbei of workeis who, 
togethei wnth then families, exceed the population of the 
biggest capitalist countiy—the United States of America. 
Now that the lowest point of the ciisis has been passed 
not only is theie no impiovement m the conditions of the 
masses of woikeis, but, on the contiary, their conditions 
aie continualh glowing w'oise The slight inciease in pio- 
duction in capitalist mdustiy is taking place primarily at 
the expense of the inci eased exploitation of the employed 
w'orkei s and the gi eatei intensity of then labour 

“Amidst the singing waves of economic shocks and 
militaiy-political catastiophes the USSR stands out 
alone, like a lock, continuing its woik of socialist con- 
sti uction and its fight to pi esei \ e peace While m cap¬ 
italist counti les the economic ci isis is still raging, ni 
the USSR pi ogi ess is continuing both m the sphere 
of industiy and in the sphere of agiicultuie While in 
capitalist countiles feverish piepaiations aie in pro¬ 
gress for a new w'^ar, for a new'^ redistribution of the 
woild and spheies of influence, the USSR is contin¬ 
uing its systematic and stubborn struggle against the 
menace of war and for peace; and it cannot be said 

* Resolutions and Decisions of the Seventeenth Congress of the 
C P S IJ , v 9, Moscow, 1934 
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that the efforts of the U S S R. in this sphere have been 
quite unsuccessful ” * 

Aftei the end of the civil wai m Russia, after the 
transition to economic constiuction, Lenin said: “Now ,we 
exert our mam iiilluence upon the international i evolution 
by our economic policy.” Hence the tremendous interna¬ 
tional significance of the victory of socialism m the USSR. 
IS evident The woikers of capitalist countries, groaning 
under the piessuie of the crisis, undoi the yoke of fas¬ 
cism, look upon the USSR as the fatherland of the woi Id 
proletariat The success of the USSR encouiages the 
woikers of capitalist countiies to stiuggle The woild-his- 
torical triumphs of socialism m the USSR aie a tiemen- 
dous factor in the iroild itoeiahsf lerohilion 

The capitalists and then lackeys aie beginning to think 
with anxiety about the fate of the rapitahs't s7/,stcm The 
radical difieicnce, the gulf between the tuibiilent socialist 
constiuction in the Soviet Union and the decav of capital¬ 
ism, IS all too stiiking To whom docs the jaline belong — 
to communism oi to capitalism—^this is the question which 
the foes of socialism now put bofoie themselves e\(>i more 
frequently 

The stiuggle o/ iuo 'igstems {i e , social oideis)—cap¬ 
italism and socialism—that is the cential issue ot oiu limes 
Two diametricallv opjiosite woilds are f.icing each othei 
the world ot labum, the woild of the woikeis’ goveinminit, 
the woild of socialism—in the Scniot Union, the woild of 
the bouigeoisie, the woild of piofit hunting, the woild of 
unemployment and hungin — in all othei countiies The 
bannci of the wmikeis of the USSR cai nos the slogan 
“Those who do not woik shall not eat ” On the baiinoi of 
the bourgeoisie could be wiitten “The w'oikei shall not 
eat ” It IS deal that the conscious w'orkcis of the entiie 
world considei the Soviet Union then socialist fathciland. 

But the capitalist sv’^stem of violence and oppression will 
not vanish by itself ft will pciish only as a result of the 
struggle of the iroiking dass Only the reyolutionary 
struggle of the conscious proletariat will push capitalism, 
which has become unbearable to the gieat masses of woik¬ 
ers, into the grave 

Capitalism or socialism’ With the establishment of the 

* J Stalin, Report on the Work of the Central Committee of the 
C.P S.U to the Seventeenth Congress of the C P S U, p 8, Moscow, 
1934 
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Soviet Union this question arose in its full import Cap¬ 
italism or socialism? This question becomes more acute 
with the growing successes of the U S.S R. and the grow¬ 
ing disintegration of capitalism. 


In all capitalist countries power is in the hands of 
the bourgeoisie Whatever the form of government, it 


The road to social¬ 
ism lies through 
the dictatorship of 
the proletariat 


invaiiably covers the dictatot ship of the 
bouryeoibie. The purpose of the bour¬ 
geois state is to safeguard capitalist ex¬ 
ploitation, safeguard the private own- 
01 ship of the plants and factories by 


the bourgeoisie, the piivate owneiship of the land by the 


landloi ds and i ich fai moi s 


For socialism to tiiiimph, tin* rule ot the bourgeoisie 
must bo oveitliiown, the bouigois state must be destroyed 
and the ditiafo),ship of the p)olctanat must be substituted 
in its place The tiansition fiom capitalism to socialism 
IS possible onh bv means ol an uiiicmittmg class stiuggle 
ot the piolctaiiat against the capitalists, by means ot a 
pyoleUi) urn n lolufion and the establishment of a pioletari- 
an state Only by establishing its own state can the uDik¬ 
ing class pioceed with the building ol socialism and cieate 
a socialist society 


The Social-Domociats claim that socialism can be at¬ 


tained without a icvolutioii, without establishing the dic- 
tatoiship o( tlie pioletaiiat, that socialism c.in be “intro¬ 
duced” deniot 1 atically, thiough pailiament, that by get¬ 
ting a niajoiiU the woikeis can legislate socialism. But 
the bouigooisie having in its hands all the niachineiy of 
foice (the police, the aimv, etc ) wnll iievci allow leal lep- 
lesontatives ot laboiii to get to powei So far as the Soci¬ 
al-Democrats aie concerned, they could get the pow'ei— 
and in fact tlicv weie allowed to assume pow'er in a num¬ 
ber ot capitalist countries—^just because they have defend¬ 
ed and defend not the interests of the proletaiiat but those 
of the bourgeoisie While in powder they not only passed 
no laws “intioducing socialism” but did not even try in 
the least to improve the conditions of the woikers Quite 
the contrary, they supported the bourgeoisie in attempts 
to lower wages, reduce unemployment doles, etc 

Despite the hypocritical assertions of the Social-Demo¬ 
crats, the road to socialism does not lead through parlia¬ 
ment nor through bourgeois democracy. There is only 
one road from capitalism to socialism—and that is the one 
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pointed out by tlie Communists—the load ot proletarian 
revolution, of the destiuction ol the bourgeois state mach- 
ineiy, of the dictatoiship ot the proletaiiat. 

“Between capitalist and communist society,” says- 
Maix, “lies a peiiod ol ievolutional y transfoi mation 
fiom one to the othei Theie coires])onds also to this 
a political transition pciiod duiing which the stale can 
be nothing else than the lerolidiowinj diclatoinhip of 
the piolctanaf ” * 

It was this load, the only collect, the only possible 
road to socialism, that the pioletaiiat ot Russia took in 
1917 

In the Soviet Union the woiking class won political 
pow'ei for itselt The Octobei Revolution established the 
rule of the pioletaiiat, the dictatoiship of the working 
class The woiking class strives to captuie state povvm 
not merely for pow'^er’s sake. State power in the hands ot 
the proletaiiat is a means for building the now% socialist 
society 

“Its puipose IS to create socialism, to do away with 
the division of society into classes, to make all membois 
of society vvoikeis, to take away the basis foi the ex¬ 
ploitation of man by man This puipose cannot be lea- 
lized at once, it rcquiies a fairly long tiansition period 
fiom capitalism to socialism, because the 'leoiqaniza- 
tion of pioduction is a difficult mattei, because time 
IS lequiied for all the ladical changes in eveiy held of 
life, and because the enoimous foice of petty-bourgeois 
and bourgeois habits in economic management can bo 
overcome only by a long, persistent stiuggle. That is 
why Marx speaks of the entire period of the dictator¬ 
ship of the proletariat as the peiiod of tiansition fiom 
capitalism to socialism.” * " 

The transformation fi om capitalism to socialism cannot 
be accomplished at once A fairly long transition period is 
unavoidable During this pel lod state power is in the hands 
of the working class, which is building socialism. 

The dictatorship of the bourgeoisie means the repres¬ 
sion of the vast maiority of the population in the inter¬ 
ests of a handful of parasites. The dictatorship of the 

* Marx, Critique of the Gotha Programme, p 44, International 
Publishers, New York, 1933 

** Lenin, Collected T-For/fs, Vol XXIV, “Gieeting to the Viennese 
Workeis,” p 314, Russian ed 
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prolctaiiat means the lepiession ot a small gioiip ot ex¬ 
ploiters in the interests of the vast majority of the pop¬ 
ulation, in the inteiests of the entiie mass of toileis The 
pioletariat uses its dictatoiship to destroy all vestiges of 
exploitation ot man by man On captuiing political pow¬ 
er the proletariat becomes the ruling class it manages all 
socialized pioduction, ciushes the lesistance ot the exploit¬ 
ers, guides the inteimediate, vacillating elements and class¬ 
es Having become the luling class, the pioletaiiat be¬ 
gins the woi k of Cl eating a system of soc lety iv ithout class¬ 
es, either luling or subordinated, siiue theie will be no 
classes oi class distinctions whatovoi 

Under socialism the division oi society into classes is 
done away with, abolishing class cont'adictions and the 
class stiuggle, doing an ay with the duision into exploit¬ 
ers and exploited But the load to classless, socialist so¬ 
ciety lies thiough a peiiod of the (hiss stiuijijle 

Lenin has incessanth stiessed the tact that the dicta¬ 
torship ot the pioletaiiat is a peiiod of long, persistent 
class stiuggle against the exploitois, against the lomnants 
■of the foimei luhng class He wiote 

“Socialism is the abolition ot classes The dictatoi¬ 
ship ot the pioletaiiat has done exeiything possible to 
abolish these classes But it is impossible to destioy 
classes at once Classes hdve teiuaincd and trill trmnin 
duiing the peiiod of the dictatoiship ot the pioletariat 
The dictatoi shij) becomes unnccessaiy when classes dis- 
appoai They mil not disappeai a\ ithout the dictatoi¬ 
ship ol the pioletaiiat Classes haAO lemamed, but 
each ol ffii’ni has changed its aspect undei the dictator¬ 
ship of the pioletaiiat, also then interielations have 
changed The class stiuggle does not disappear under 
the dictatoiship of the pioletariat, it only assumes other 
forms ” " 

Having assumed othei foims, the class stiuggle undei 
the dictatoiship of the pioletaiiat becomes moie persistent. 
And this IS only to be expected the foimer ruling classes 
will do anything to ivin back their lost position The ex¬ 
ploiters stop at nothing, aie leadv to commit the woist 
crimes against the inteiests of the vast maiority of the 
toileis in Older to pi event the end of then rule 

* Ibtd , “Economics and Politics m the Epoch of the Dictatoiship 
of the Proletariat,” p 513, Russian ed 
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“The abolition of classes is a matter of a long, diffi¬ 
cult and stubborn class stiuggle, which, after the over¬ 
throw of the lule of capital, aftei the destruction of 
the bouigeois state, afte) the establishment of the dic- 
tatoiship of the pioletariat, does not disappear, but on¬ 
ly changes its form, becoming, in many lespects, more 
bittei ” * 

The entile history of socialist constiuctioii in the 
USSR biilliantly illustrates the tiiith ot this principle 
expressed by Lenin The tiemendous victories of socialist 
construction have been achieved in the process of an unre¬ 
mitting and most bittei struggle against all the icmnants 
of the old 01 del ot exploitation The So\ ict Union achieved 
most impoitant and decisue victoiies o\ei all the foices of 
the bouigeoisie But then lesistance grows stionger. Their 
methods ot stiuggle against socialism become moie vile 
Having sulleied total defeat in open battle, the kulaks, 
traders, all the lemnants of the pievious exploiting classes, 
tiy to sneak into Soviet enterprises and institutions ancl 
attempt to undermine the poweiful socialist stiuctuic by 
means of sabotage, thievery, etc The most wide-awake 
vigilance on the part ot the proletariat, the utmost stieng- 
theiiing of the pioletaiian dictaioiship are theiefoie essen¬ 
tial 

“A strong and poweiful dictatoiship of the pioletai- 
lat—that IS what we must ha\e now' in oidei to shattei 
the last 1 emnants of tlio d\ iiig classes and to f rusti ate 
their thieving designs ” - 

Classless society cannot come ot itself It must be w'on. 
Uor this puipose it is necessai v actively to oveicome the 
tiemendous difliculties on the load to socialism It is ncc- 
essaiy to ciush the resistance of all the lelics of the old ex- 
pfoiting system It is necessai v to mobili/.e the enoigy and 
activity of the millions of buildeis of socialism It is nec¬ 
essai v to lesist any and all deviations fiom the geneial line 
of the Party Thil'ailing alertness is necessai y with res¬ 
pect to all attempts at distoitmg the Marxist-Leninist 
teaching 

The dictatoiship of the pioletaiiat is that power vvhicn 
accomphshc's the building ot classless, socialist society. The 
dictatoiship of the pioletaiiat is the leading force in the 

* llmi , “(ireetinft +o the Viennese Woikers,” p 31'i, Russian ed 
** Stalin, “Results of the Five-Yeai Plan,” m the symposium From 
the Fust to the Second Five-Year Plan, p ~)4, Moscow, 1933 
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society that builds socialism Therefoio, in studying the 
tiansition from capitalism to socialism, in studying the 
stiuctuie of socialism, the dictatorship of the proletariat 
IS the centre of attention of political economy. 

The bouigeoisie is interested in hiding the laws of the 
inevitable decline of capitalism and triumph of commun- 
„ ism Bouigeois professors of econoin- 

Folitical economy — these “learned henchmen of the 
capitalist class,” as Lenin expresses it 
® —seive capitalism truly and faithfully, 

glossing o\cM and embellishing the system of oppression and 
slaven Bouigeois economists mask and befog the real 
laws governing capitalist pi eduction They try to perpet¬ 
uate capitalism They depict capitalism as the 
only possible older ol social life According to them the 
laws ot capitalism are eternal and immutable By such 
falsehoods they try to save capitalism liom its inevitable 
dcstiuction 

At the head of the levolutionaiy sti uggle of the work¬ 
ing class stands the Commmu'it Paitii Only firm leadei- 
ship on the pait ol the (’ommunist Party ensures the \ic- 
toi) of the pioletanat All the enemies ol communism ven¬ 
omously hate the (’ommunist Party They strive in every 
way possible to split it, to destioy its unity, and rcioice 
at any deviation fiom its goneial line within the ranks of 
the Pait> 

Political economy is a sliaip w’oapoii in the stiuggla 
against capitalism, nr the stiuggle tot communism Polit¬ 
ical economy, like all sciences, and primal ily sciences deal¬ 
ing with human society and the laws of its development, 
IS a f/ttss science 

The pioletanat is suiiounded b}'^ hosts of enemies A 
bittei class sti uggle is in progress In this struggle all 
attacks upon the general line of the Communist Paitv, all 
attempts to undeimino it either in theory oi in practice 
bring grist to the mill of the enemy That is why a vig¬ 
ilant and unielenting struggle must be maintained against 
all deviations fiom the general line of the Party, a strug¬ 
gle against open Right opportunism as w’^ell as against all 
kinds of “Left” deviations 

Countei-revolutionary Tiotskyism is of special serv¬ 
ice to the bourgeoisie in its struggle against the revolution, 
rn its preparations for a new intervention against the 
U S S.R. As one of the varieties of social-democracy. Trot- 
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skyism paiticularly linnishes the imponahst bouigeoisio 
with all soits of slaiideious fabiications about the i evolu¬ 
tionary movement in vaiious countiies and about the Sov¬ 
iet Union Trotskyism is an ad\ance post ot the countei- 
revolutionary bouigeoisie 

Stalin in his lettei of the autumn of 19ol to the ed- 
itois of the Kussian magazine, Ptoletan^lai/a Revohfutaui, * 
entitled "Questions Conceining the Histoiy of Bolshev¬ 
ism,” *' called the attention of the Communist Pai ty to 
the necessity of a lelcntless stiuggle against all the at¬ 
tempts of an ideology hostile to Leninism to penctiate into 
the Communist Paity, and paiticulaily to the necessity 
of a determined lesistance to all soits of attempts “to 
smuggle the disguised Tiotskvist lubbish into oui litcia- 
tuie ” The lepiescntatives of tiends hostile to the piole- 
tariat now try to smuggle in then mows subtly, unnotico- 
ably All such attempts must be vigoiously lesistod Any 
show of toleiation towaids those hostile mo-ws, anv lotten 
liberalism with lospect to them, is a direct ciime against 
the woiking class and its stiuggle foi socialism 

The class enemies ol the pioletaiiat ti\ m e\ei\ way 
to misconstiue political economy and to adapt it to seive 
then owm mteiests Bouigoois and Social-Demociat econ¬ 
omists tiump up all soits of concoctions in an attempt to 
sa\e capitalism They also ti> to make use of political 
economy for then owm ends in then stiuggle against tlv 
So\iet Union 

One of the most important tasks in the studv of ])o!- 
itical economy, thcictoie, is to conduct a leleiitless sti uggle 
against all anti-Mai \ian and deviationist tiends 

REVIEW QUESTIONS 

1 What aim does Mai\ism-I fiiini'-m sot hi foio tho pioletaiiat’ 

2 How do the productive foicos of society cliaufje’ 

; In what wav do the vaiious systems of social piodiiction 
diftoi ' 

i What aie clas>.es’ 

") How' does the abolition of classes tak<> place ’ 

d W'hat IS the subject of study of political ecnnomv ’ 

7 Of whal imjioitance is the study of irvolutionaiy Iheoiy 
to the pioletaiiat’ 

8 Why is political economy a class science’ 

') Of what does the I’aity thaia<tei of political economy 
consist ’ 


* The Vruletmmn Reiolntion 

’•‘'"See Stalin, Lmimsm, Vol II, pp ‘19‘MO’) 



CHAPTER II 


How Did Society Devidop to ('apitalisni? 


The Russian ievolution ot October (November) 1917 
opened up a new chapter in the history of mankind It 
set as its aim the building of socialism. 
Undei socialism, the exploitation of 


Our goal—a e-las'^* 


less socialist socict> 


man by man is done awav with. The 


task ot the second five-^eai peiiod, upon which the USSR, 
enteied in 19.‘i.i, is the building of a classless, socialist so¬ 
ciety 

In his speech to the congiess of collective farm shock 
brigade woikeis in Febiuaiy lO.Ti, Comiade Stalin said 


“The histoiv of nations knows not a few ievolutions. 
But these ievolutions differ fiom the October Revolu¬ 
tion 111 that they woie one-sided levolutions One foim 
ol exploitation of the toileis made way foi another 
foim ot exploitation, but exploitation, as such, lemain- 
ed The Octobei Revolution alone set itselt the aim— 
of abolishing ull exploitation and of hciuidating all ex- 
ploiteis and oppiessois.” * 

111 oidei to understand thoioughly the full significance 
of the stiuggle for a classless, socialist socictv, it is neces¬ 
sary to know the essence ol class society It is necossaiy to 
remembei ot what ckisses society is constituted undei cap¬ 
italism One must keep in mind what classes aie and clari¬ 
fy the ([uestion as to whethei classes have always existed 
One must undei stand in iust what w'av capitalist society 
diffeis tiom all othei toims of class lule Finally, one 
must thoioughlv mastei the qiie.stions as to what couise 
the stiuggle of the w'oiking class must lollow' in ordei to 
destioy capitalist slavciv, and as to what the laws ot de¬ 
velopment and decay of the capitalist system aio 


The menials of capitalism do their utmost to pi ov e that 
the division of society into classes is inevitable It is impor- 
__ , , taut to the defendeis ot the moneybags 

Have there ajw.iv s existence of ex- 

been classes. ploiteis and exploited yveie an eternal 

and necessary condition of the existence of any society As 


•Stalin, Spetcli at the AU-Vmon CoHr/irss of Collective 

Farm Shock Briqadc Woikev'i, p 8, Moscow, 193^ 
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far back as in ancient Rome, when the exploited rebelled 
against then masters, a ceitain defender of the ruling class 
told a fable in which he compaied society with the organism 
of an individual; just as in the individual, piesumably, 
hands exist to do the work, and the stomacn to take food, 
just so must society have people to do all the work and oth¬ 
ers to take the fruit of the woikers’ labour As a matter 
of fact all the later apologists of the rule of the exploiting 
classes, m their struggle against the desti uction of the sys¬ 
tem of exploitation of man by man, have not gone very 
much iuithei than this miserable fable 

In reality it has been inconti ovei tably pi oxen that the 
human race lived for many thousands of ycais without any 
class division, class lule oi exploitation As is xx’ell known, 
man evolved fiom the animal kingdom countless ages ago. 
Man has never lived segiegated, by himself, but always 
in gioups Duiing the first stages of human development 
these gioups wore small What united the individual mem- 
beis of such gioups’ It is clear that what united them 
was their common stiuggle foi existence, then common 
labour in obtaining food 

Man had to conduct his stiuggle with natuie during 
the primitive stages of dex’elopment undei exceedingly dif¬ 
ficult conditions. A stick and a stone— 
Primitive that x\as all the weapons man xvas lim- 

clan communism jted to loi many thousands of years. 
Numerous dangeis surrounded him at every stop He was 
almost powerless against the tiemendous forces of nature, 
about whose laws he know nothing at all 

Under these circumstances men lived in small commun¬ 
ities, clans They worked in conmion and used the fruit 
of their joint labour m common also Theie could be no 
inequality at these low stages of human development since 
people got only enough products by hunting, holding cattle 
or x’eiy piimitive agiiculture for a bare existence 

All peoples lived in such primitive clan communes dur¬ 
ing the fiist periods of their development Such primitive 
communes continued to exist even up to very letent times 
m many remote coiners of the earth which remained unin¬ 
fluenced by the moie developed countiies The pressure of 
the European bourgeoisie, which grabbed all these corners 
of the earth, of course woiked havoc with such organiza¬ 
tion A thousand or fifteen bundled yeais ago, however. 
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the forefathers of some of these Europeans also lived in 
such a primitive clan system. 

Thus wo see that up to the use of class division in so¬ 
ciety, pntmtive clan communism prevailed There were dif¬ 
ferent foims of this system among dilfeient tribes and peo¬ 
ples. But, iiiespective of these differences, the piimitive 
stage of development of all peoples shows a complete sim¬ 
ilarity in the principal features of the social organization. 

The first stages of social development, in which prim¬ 
itive communism existed, proceeded at an exceedingly slow 
rate of evolution. Duiing hundieds, even thousands of 
years, conditions of life practically did not change or 
changed extremely slowly. Man took the first steps in his 
development with tremendous difficulty Generation fol¬ 
lowed geneiation and social conditions did not change no¬ 
ticeably Very slowly indeed man learned to perfect his 
tools and his methods of woik 

What were the social relations under piimitive com¬ 
munismThe primitive communitj'^ or clan was usually 
small in numbers with the technical development existing 
at the time a laige clan could not hope to feed all its mem¬ 
bers Labour in such a community was organized more or 
less accoiding to a plan All membeis of the community 
had definite occupations The men, foi instance, hunted. 
The women stayed at home with the children and also had 
to till the soil Upon letuining tiom the hunt the game 
was divided according to established, time-honoured custom 

“The population was \eiv small in numbeis It was 
collected only on the teiiitory of the tribe Next to 
this territoiy was the hunting ground sui rounding it 
in a wide ciicle A neutral foiest foimed the line of 
demarcation from othei tubes The division of lab¬ 
our was quite piimitue The work yas simply divided 
between the two sexes The men went to war, hunted, 
fished, provided the law mateiial for food and the tools 
necessaiy for these pursuits The women caied for the 
house, and piepaied food and clothing; they cooked, 
wove and sewed Each sex was master of its own field 
of activity the men in the foiest, the women in the 
house. Each sox also owned the tools made and used 
by it; the men weie the owners of the weapons, of the 
hunting and fishing tackle, the women of the household 
goods and utensils The household was communistic. 
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comprising several, and often many, families. * What¬ 
ever was pioduced and used collectively, was regarded 
as common piopeity the house, the garden, the long 
boat ” *■" 

Under conditions of piimitive communism there could 
bo no place ioi social gioups living on uneained income. 
Tlicie was no exploitation of one pait of the community 
by anothei in the liamewoik of piimitive communism. At 
that stage o' human development, the instiunients of lau- 
oiu were veiv simple, so that theic could be no question 
of private piopeity in tools e\ei>oiie was able, without 
much laboui, to piopaic foi himself a speai, a stone, a 
bow and aiiow, etc At the same time theie was no pri¬ 
vate propel tv 111 land The land Avas the common piopeity 
of the entile comnumitv, the clan It A\as iiist this lem- 
nant of communal land onnoiship that puned most en¬ 
during among the peasanti> e\en ages after the develop¬ 
ment of class division in societv Duiing later stages of 
social development the peasant commune was ft('(piently 
maintained aitificiallv bv the exploiteis and the class state 
111 01 del to facilitate the exploitation of the peasantiy, 
collect taxes, etc In other cases, on tlio contiaiv, the lui- 
ing classes destioved communal life in the village in older 
to clear the field foi the fiee develojimont of capitalism 
Communal ovvmoiship of land lemamed even attei ag- 
iiculture had become the piodoniinant, the pi incipal foim 
of laboui The laud which was given to individual peas¬ 
ant families to cultivate was ledistiibuted fioni time to 
time It remained the communal pi open tv of the village 
and was fieqiiently distiibutod among the vaiioiis house¬ 
holds by means of chawing lots, (’ommunal owneiship of 
pastille land lemaincd even loiigei A common pasting 
for the entire village was by no means laie even adoi the 
lule of capital had been established 

Thus, befoie the use of class dnstmctions in society 
pnimtice clan commvm.sm pi evaded In this order of so¬ 
ciety also thoic weie vanous featuies peculiar to the dif- 
feient peoples and ti ibes However, in spite of these pe- 

■* “Especially on the northwest toast of Amrnca, see R.incroft. 
Among the llaidahs of the Queen Charlotte Islands sonic house¬ 
holds gather as many as 700 mombeis undr i one loof Among the 
Nootlcas whole tribes lived under one roof ”—F E 
** Engels, The Oriqin of the Fninili/, pp 192-0",, Cliailos H Keir 
& Co , Chicago, 1902 
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culiarities, the primitive stage of development among all 
peoples boio the greatest similarity in the fundamental 
atti ibutes of the system of society 

Bourgeois scientists, afraid of communism and the ab¬ 
olition of piivate piopeity, try to represent things as if the 
existence of society and even of man himself is inconceiv¬ 
able without private property. The actual histoiv of hu¬ 
man society lefutcs this fabiication ot the sei\ants of 
capitalism most unequivocally As a matter of tact, pri¬ 
vate pioperty, like the division of society into classes, ap¬ 
pears only at a compaiatively late stage of social develop¬ 
ment. People lived for many thousands of yeais without 
the least conception of piivate property. 

Under piimitive communism there was no state The 
state appealed later, with the rise of piivate piopeity and 
the division of society into classes Lenin in his lecture 
on the state said the following: 

“In piimitne society, w'hen people lived in small 
clans, in the low'est stage of then development, in a 
state near to sa\ageiv, in the epoch fi om w Inch modem 
civilized man is sepaiated by several thousands of yeais, 
at that time theie w'eie as yet no signs of the existence 
ot the state ” This “w'as the time w'hen theie was no 
state, W’hen social connections, society itself, discipline 
and the laboui disti ibution weie maintained b> the 
loice ot custom, tiaditions, by the authoiity oi lespect 
enloved by the eldcis of the clan oi the women, wdio at 
that time not only had equal i ights with men, but some¬ 
times e\en gieater lights, when theie was no special 
categoiy of specialists to rule Histoiy shows that the 
state IS a special appaiatus for the coeicion of people, 
coming into being onlv wheic and when theie has been 
a division of society into classes—that is, a division into 
such groups of people of which one can constantly ap- 
propiiate the labour of otheis, w’heie one exploits the 
other ” * 

We thus see that the division of society into a class of 
exploiters and a class of exploited is not at all an eternal 
and inevitable feature of each and every social system. On 
the contrary, wo see that society existed for a very long 

* Lenin, Collected Work<i, Vol XXIV, “On the State,” pp 365-66, 
Russian ed. 
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period of time without knowing anything of classes, or ex¬ 
ploitation, or private property. 

In primitive times man proceeded \ ery slowly upon the 
road of development, but nevertheless there was progress. 
Human society never remained in a to- 
The decay of tally static condition. Tools slowly but 
primitive society suiely were perfected People learned 
to use the previously incomprehensible forces of nature. 
The discovery of file played a tremendous role Then the 
savages learned to make a bow and arrow for hunting pui- 
poses. Having begun with a stick and a stone, man giad- 
ually learned to make the stick into a spear and to grind 
the stone so as to make it better adapted for hunting pur¬ 
poses. A new stage was reached when the art of potteiy 
making was achieved, when man learned to make vessels 
from clay. The taming of the first domestic cattle and the 
cultivation of gram played a tremendous pai t Thus cattle- 
raising and agriculture began. With the discoveiy of how 
to smelt iron from the ore, and the invention of writing, 
the primitive period ends and the era of civilization be¬ 
gins In the Manifesto of the Communist Patty, Maix and 
Engels have wiitten that beginning with this point the en¬ 
tire histoiy of human society is the histoiy of class 
struggles 

How did classes oiigmate*' The appealance of classes 
IS most closely connected with the ontiie piocess of social 
development. The domestication of cattle leads to the sep¬ 
aration of cattlc-raising tubes from the lemaimng masses 
of the clan gioups in piimitive society This is the lust 
gieat social division of labour From this point on dif¬ 
ferent communities have diffeient products The cattle- 
herding tribes have the pioducts of cattle-raising animals, 
wool, moat, hides, etc A basis is established for the ex¬ 
change of products among the tribes At fiist the exchange 
IS conducted by the ciders of the clan communities; cattle 
IS the mam article of barter Baiter at first takes place 
at points whore various tribes meet; barter takes place, at 
first, between different communities and not between sep¬ 
arate members of the communities 

At the same time, with the growth of the population, 
the old methods of work prove inadequate The ever in¬ 
creasing number of people cannot feed themselves by means 
of these methods. There is a beginning of plant cultiva¬ 
tion—^the first steps in agriculture. Tilling of the soil, un- 
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der those ciicumstances, inevitably brings about a much 
closer connection of some families with their part of the 
cultivated land Thus the basis for private property is 
laid. 


“The increase of pioduction in all branches — stock 
raising, agi iculture, domestic handicrafts—enabled hu¬ 
man laboui power to pioduce more than was necessaiy 
for its mamtainance It increased at the same time the 
amount ot daily work that fell to the lot of oveiy mem¬ 
ber of cl gens, a household or a single familv. The addi¬ 
tion of more labour power became desirable. It was fur¬ 
nished by war, the captuied enemies weie tiansformed 
into slaves. Under the given historical conditions, the first 
gieat social division of social labour, by increasing the 
productivity of labour, adding to wealth, and enlarging 
the field of productive activity, necessaiily earned slav¬ 
ery in its wake. Out of the first great division of social 
labour aiose the fiist gieat division of society into two 
classes—masteis and slaves, exploiters and exploited “ * 
To the extent that man masters new forms and methods 
of labour, a further development of the division of labour 
takes place People learn to make utensils, all kinds of 
tools, various kinds of weapons, etc This gradually brings 
about the sopaiation of aitisanship from agiicultuie All 
this gieatly widens the basis for the development of ex¬ 
change 

The dissolution of piimitno communism leads to the 
tianslei of cattle fiom communal to piivato owneiship 
Land and tools also become piivate piopcitv With the 
inception of pii\ate ouneiship the basis is laid for the 
rise and gioiith ot iiuHiuality 

“The distinction between iich and poor was added 
to that betucen fice men and slaves This and the new 
division of labour constitute a new diMsion of society 
into classes ” * ' 


With the decay of piimitue communism the duisioa 
into exploiteis and exploited aiises in society People ap- 
„ 1- 4 4. pear who live upon the labour of others. 

Pre-capitalist forms exploitation of one class by another 
of exploitation —jg characterizes the differ¬ 
ent stages of deyelopment of class society. The forms of 


’ Engels, The Origin of the Family, p. 196. 
** Ibid., p 198 
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exploitation, however, the methods by means of >vhich one 
class lives at the expense of another, change with the dif¬ 
ferent stages of development. 

“Slaveiy, which leaches its highest development in 
civilization, intiodiiced the fiist gieat division of an ex¬ 
ploited and an exploiting class into society. This div¬ 
ision continned duimg the whole penod ot civilization. 
Slaveiy is the hist form of exploitation chaiactoiistic 
of the antique woild Then followed seitdom in the 
Middle Ages, and wage laboui in lecent times These 
aie tlic thiee gieat foims of seivitude charactoi istic of 
the thiee gieat epochs of civilization Then invaiiable 
maik IS eithei open oi, in modem times, disguised sla/- 
ery ” * 

We have alieadv seen that classes diHei in thou pos¬ 
itions within a definite system of social pioduction, accord¬ 
ing to their lelations to the means of production Each 
of the thiee main forms of society based on exploitation 
—slave! y, sei fdom and capitalism—has, in this i ospoct, its 
own individual leatiiics Evciv one of those foims of 
the exploiting society is distinguished bv its own struc- 
tuie of social pioduction, its own type of pioduction lela- 
tions 

The system of slavery is met wuth in the most diverse 
epochs of the histoiv of mankind Slaveiv is the most 
ancient foim of exploitation It occuis upon the very 
thioshold of the wiitten history of human societv 

Undei slaveiv the exploited class is the piopcity of 
the exploitois The slave belongs to his owner pist as 
a house, land oi cattle. In ancient Rome, wdioic slavery 
flouiished, the slave was called a “talking tool," as distin¬ 
guished fiom “mute tools” and “semi-mute tools” (cattle). 
A shive was consideied a chattel belonging to his master 
who did not have to answei foi the muidci of his .slave. 
The slave-owiiei consideied the slave as pait of his piop- 
eity, and his w ealth was measuied by the number of slaves 
he owned The slavc'-owuier made his slave woik foi him. 
Slave laboui is laboui peifoimed undei compulsion, under 
thieat of punishment Slave labour was distinguished by 
its low piorluctivity Technical impiovemcnt was oxceoci- 
ingly slow undei conditions of slaveiy The tremendous 
stiuctuies built wuth slave labour were erected by means of 

*Ilnd, p ?14 
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the muscular eltoit of colossal armies of slaves who woi Ic¬ 
ed with the simplest kind of tools The slave-owner had 
no leasoii to tiy to lighten the laboui of the slave 

What IS the limit of exploitation under slaveiy’ Under 
slaveiy not only the tools and instiumeiits of labour belong 
to the slave-ownei, but the laboui ei himself The slave 
is the piopeity rt liis mastei The slave-ownei feeds and 
maintains his slaves because the death of a slave is a loss 
to him, decieases his wealth So long as the exchange of 
piodiicts was undeveloped, evei> slave-ownei made his 
slaves pioduce onlv the things needed vsithin his own es¬ 
tate The life ol the luling classes undei slaveiy was 
chaiacteii/ed by an insensate lu\ui y and waste But how- 
evei gieat the luviiij, theie vveie limits to slave labour, 
as bevond a ceitam definite amount excess pioducts could 
not bo utilized Undei slaveiv the giovvth of wealth is 
ciicumsciibed within compaiativolv naiiow limits This 
IS what caused the deaith of technical development under 
the system of slaveiv 

Togethoi with class ilominance the state comes into 
being as an appaiatus of coeicion, compelling the majoiity 
ot society to vvoik loi the exploiting minoiity in the slavc- 
ov/ning society of old the state was confined in a nailower 
liame than it is at the piesent time Means of communi¬ 
cation wcie still little developed, mountains and seas pie- 
seiited obstacles which weie diflicult to sui mount Vaiious 
forms ot the state—the monaichv, the lepublic, etc —weie 
aheadv piesent undei slaveiv Xeveitheless, vvhatevei the 
foim ot the state was, it still lemamed an oigan ot the 
dominance ol the slave-ovvneis Slaves in geneial weie 
not legal (led as membeis ol societv 

Slave-ow iiing siuu'ty, paiticulai Iv in am lent Gieece and 
ancient Rome iixulied a high level ol scientific and ait- 
istic development Ilovviwei, it was a cultuie elected on 
the bones ol countless masses ot slaves 

Dining pel Kills of fieiiuent vvais the numbei of people 
who weie made slave^^ olten giew liemeiidoiisly The lives 
of the slaves weie extiemefv cheap and the exploiteis made 
then conditions ot hie altogethei intolerable The history 
of slaveiy is one of bloodv' struggle between the exploiters 
and the exploited Upiisings of slaves against then mas¬ 
ters weie suppiessed with meiciless ciuelty 

Slave revolts shook slave-owning society to its very 
foundations, particularly in the last pei lod of its existence. 
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Having conqueied a senes of countries in the most remote 
coineis of the world as it was then known to the Romans, 
the Roman Empiic had attained to enoimous power, when 
it began to tottei moie and moie under the stress of the 
contradictions that woio lending the whole fabric of the 
society of that time Especuilly famous is the slave re¬ 
bellion nhich bloke out in Rome about two thousand years 
ago undei the Icadeiship of Spartacus, who mobilized a 
huge aimy against the legime of the slave-owneis The 
levolts of the sla\es could not bung victory to the exploit¬ 
ed, could not put an end to exploitation in genet al. The 
slaves weie not in a position to set themselves a clearly 
perceived goal They could not cieate a stiong oiganiza- 
tion to lead their stiuggle Fioquently the slaves were 
meie pawns in the hands of the vaiious lactions of the 
luling class who weie fighting among themselves. Nev- 
eitholcss, the civil wai and the slaves’ levolts dealt a sev- 
eie blow to the slave-owning older of society and pie- 
paied the soil foi its destruction llowcvei, m place of 
slaveiv a new foiin of the exploitation of man by man ap¬ 
pealed. This foim, which pievailed dining the Middle 
Ages, v\as irudali-ou, the last stage of whose development 
was ,s( Feudalism undeiw^ent a compaiatively long 

piocess of development Under feudalism the tiemendous 
mass of the peasant)v was exploited by a small group of 
feudal baions. The baions took into their own hands the 
sup] erne powci ovei the land vv'oiked by the peasants For 
the light ol vv01 king the land, the peasants liad to submit 
to a host of leudal services loi their loids. 

So long as natinal economy piev^ailed, ic, piodiiction 
foi diiect use and not foi exchange, feudal exploitation 
was tiicumsciibed bv comparativolv’’ nariovv limits The 
leudal loids look a ceitain amount of the agiicultui.il pro¬ 
ducts fiom the peasants foi then owm use The gieatei 
pait of those products w'^eie used up by the lord and his 
aimed guard, and only a small ixntion went in exchange 
foi aims some overseas goods, etc The development of 
exchange, however, led to giadual increase' in the appet¬ 
ites of the feudal lords Now they not only squeezed from 
the peasant the tribute that w^ent for the use of the lord and 
his menials, but the amount of tribute exacted for purposes 
of exchange for other goods continually grew. As the ex¬ 
change of goods developed, the possibilities for increased 
exploitation of the peasantry by the feudal lord became 
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greater. The growth of exchange destroyed the old pai- 
riarchial relations between the feudal lord and the peas¬ 
ants dependent upon him and led to the rise of serfdom. 

Serfdom lepresents a form of the severest kind of ex¬ 
ploitation of the peasantry by the landlords. Under serf¬ 
dom the basic means of pioduction—the land—is in the 
hands of the laiidloids The landloids appropriate the land 
which has been tilled by a numbei of geneiations of peas¬ 
ants. But they arc not content with this Taking advan¬ 
tage of the poweis of the state which is also in the hands 
of the landlords, they turn the pieviously fiee peasants 
into their serfs The peasants aie attached to the land and 
become practically the piopeity of the landlord 

Trying in eveiy way to augment then income, the land¬ 
lords mciease the exploitation of then seifs. Exchange 
ig already faiily well developed at the time of serfdom, 
Ovciseas trade takes on consideiable pioi>oitions Mer¬ 
chants fuinish the scif-owmng landloids with all kinds of 
ovciseas goods. Money becomes more and moie important. 
In ordei to get more money the serf-owner squeezes more 
and moic labour out of his peasants lie takes awav land 
fiom the peasants, limits then allotments, and, in place of 
these, sets up his own fields upon which he makes these 
same peasants woik Coivcv set vice is mtioduced the 
peasant must woik the loid’s field foi thiee to foui days a 
week and can work his own allotment only on the other 
days. In other cases the seif-ownmg landloids appiopri- 
ate evei inci easing paits of the harvest fiom the peasants' 
fields by the system of making the peasants pav quit-tent 

The exjiloitation of the seifs evoked the bitteiost strug¬ 
gles of the peasants against then landlords The history 
of every country shows a gieat numbei of peasant rebell¬ 
ions Thoio wci 0 peasant upi’isings in many countiies dur¬ 
ing the peiiod of seifdom (in Geimanv, Fiance, England, 
Russia) Some of these uprisings lasted for decades For 
tens of years these countries were in the throes of civil 
war The uprisings weie suppressed mercilessly by the 
landloids and their governments. This struggle of the peas¬ 
ants against the landlords was utilised by the rising bour¬ 
geoisie in order to hasten the fall of serfdom and to substi¬ 
tute capitalist exploitation for serf exploitation. 

Here is what Stalin says about the substitution of one 
social form for another: 

“The revolution of the slaves liquidated slavery and 



44 POLITICAL ECONOMY—A BEGINNER’S COURSE 


abolished the slave form of exploitation of the toilers. 
In its place it introduced the feudal ruleis and the 
serf foim of exploitation of the toilers. One set of ex- 
ploiteis took the place of another set of exploiters. 
Under slaveiy the ‘law’ permitted the slave-owner to 
kill his slaves Under the seif system the Maw’ permit¬ 
ted the seif-ownei ‘only’ to sell his seifs 

“The 1 evolution of the seif peasants liquidated the 
self-owners and abolished the seif foim of exploita¬ 
tion But in place of these it intiodviced the capitalists 
and landloids, the capitalist and laiidloid foim of ex¬ 
ploitation of the toileis One set of exploiteis took the 
place of another set of exploiters Under the serf sys¬ 
tem the ‘law’ peimitted the sale of seifs Under the 
capitalist system the ‘law’ permits the toilers ‘only’ to 
be doomed to unemployment and poveity, to luin and 
death fiom starvation 

“It was only our Soviet ievolution, only oui October 
Re\olution that put the question, not of substitutiiiif 
one set of exploiteis for anothei, not of substituting 
one foim of exploitation for another—but of eiadicat- 
iiig all exploitation, of eiadicatmg all and every kind of 
exploitation, all and cv’eiy kind of iich man and op- 
piessoi, old and new ’’ 

We have aheady seen that exchange oiigmated in the 
vciy ancient times of human histoiy Togethei with the 
, lust steps in the division of laboui in 

The rise aii<l society, the foundation was laid foi the 

11*”'**”* *** exchange At fiist exchange took 

place onlv between neighbouiing com¬ 
munes , each exchanged its excess products foi those of the 
othci Howevei, having oiigmated at the bordei between 
communes, exchange soon exeited a destiuctive influence 
upon lelations within the commune Money appealed. At 
fiist those products which weie the principal obiects of 
exchange seivcd as money Thus in many cases when ex¬ 
change took place with cattle-raising clans or tribes, cattle 
seived as money. The wealth of a tribe—and after the 
appearance of private property, the wealth of an indiv¬ 
idual — was measuied by the number of head of cattle 
owned. 

N atm al production, however, prevailed for a long time 

Rtcihn, Speech at the First All-Union Conqtess of Collective 
Farm Shock Brigade Workers, p 8 
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after the rise of exchange. The pioduction of goods not in¬ 
tended toi exchange is called natund 'production On the 
other hand, the pioduction of goods for sale on the maiket, 
for exchange, is called (ontinodifif production 

It is natuial pioduction which piovails dining slaveiy 
and feudalism Pie-capitalist foims of exploitation arise 
and develop on the basis of the pievalence of natuial pio¬ 
duction ()nly the giadual development of exchange under¬ 
mines the foundations of these foims ot societv 

lleie IS what Engels says about this stage of develop¬ 
ment 

“\^'e all know that in the eailj stages of society 
pioducts weie used by the piodiiceis themselves and 
that these pioduceis weie oigam/ed spont.ineoiislj in 
moie oi 1 (' s communistic communes, fh.it the exchange 
of sill plus pioducts with outsideis, which is the pie- 
lude to the tiansfoimation of pioducts into commodit¬ 
ies, is ot latei d.ito, .it hist occuiiing only betwecni in¬ 
dividual communes belonging to difleient tubes, but 
Intel coming into eflect also within the commune and 
ni.iteiiallv helping to biiMk them up into laigei or 
smalh'i (amilv gioups Hut even aftei this bieaking 
up, the heads of families conducting exchange lemamed 
vvoikmg peas.mts pioducmg almost even thing necos- 
saiv to s.atislv all then demands within then own ccon- 
omv with th(' help ol the nicmibeis of the familv and 
only obtaining an insignificant pait of obiccts of nec¬ 
essity 1 1 om outside in exchange for surplus pi oducts 
of then own The family is not only occupied in ag- 
iicultuie and t.itlle-iaismg, it .also vv'oiks up the piocl- 
uct 1 10111 these into ai tides leadv foi use. in pl.aces it 
still guilds lloui with the hand mill, it bakes biead, 
spins, (Ives, wi'avc's linen and wool, tans leathei, elects 
.111(1 lejiaiis wooden houses, makes tools and instiu- 
inents ol l.iboui, often does caipentiv and foige work, 
so th.it the l.miilv oi l.mnlv gioup is, in the main, self- 
sulhcient 

“The low things such a family has to obtain by ex¬ 
change Ol pill chase liom othcis consisted, men as late 
.IS the beginning of the nineteenth centuiv in Geimany, 
mainly of the in oducts of artisans, i c , of such things 
as the peasant is not at all incapable of prepai mg him¬ 
self but wh.ch he did not produce himself onlv because 
cither the law mateiial was not accessible to him or 
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because the purchased article was much better or very 
much cheaper* 

Thus natural pioduction prevails not only under slav¬ 
ery and in the Middle Ages, but also under new conditions. 
Commodity pioduction is by no means prevalent at the in¬ 
ception of capitalism Only the development of capitalism 
stiikes a moital blow at natuial production Only under 
capitalism does commodity pioduction, production for sale, 
become the decisive, the piodominant form of production 
Within pie-capitalist society, commodity pioduction de¬ 
velops to an ever gieatci extent togethei with an increase 
in the duision of laboui Of paiticulai significance is 
the sepal ation of handicraftsmanship fioni agiiciiltuio. 
Wheieas the peasant agiicultuiist conducts his husbandry 
mainly as natuial pioduction, the same cannot be said of 
the aitisan Handiciattsmanship is, fiom the veiy begin¬ 
ning, cleaily of a commodity-pioducing chaiacter The ai¬ 
tisan pioducing a pan of boots oi a set of harness, a plough 
or hoiseshoes, clay oi wooden yessels, woiks from the very 
stait foi the maiket, for sale But unlike commodity pio¬ 
duction undei capitalism, the artisan works with insti u- 
ments of labour wdiich aie his owm As a rule he applies 
only his own labour powei Only later, with the develop¬ 
ment of cities, does the artisan begin to hire appi entices 
and journeymen Finally, the artisan usually works upon 
local law mateiial and sells his commodities in the local 
market. When things aie produced for sale on the market 
but w'lthout wage labour W’^e have simple commodity pro¬ 
duction as distinguished from capitalist commodity produc¬ 
tion 


“Piovious to capitalist production,” says Engels, 
“that IS to say, in the Middle Ages, small-scale produc¬ 
tion was general, on the basis of the private ownership 
by the w^orkei s of their means of production. the agri- 
cultuial industiy of the small peasant, freeman oi serf, 
and the handicraft industry of the towns The insti u- 
ments of laboui—land, agricultural implements, the 
woikshop and tools—were the instruments of lab¬ 
oui of individuals, intended only for individual use, and 
thei cfoi c necessarily puny, dwai fish, restricted ” * 

* EnfrcL, Supplement (Narhhag) to Vol III of Cnpifnl, Geiman 
ed , ISO") 

Engels, Herr Eugen ntihring’‘i Revolution in Science, p ?i01 
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Wherein lies the difference between simple commodity 
production and capitalism*' The artisan, handicraftsman, 
small-scale farmei own their tools, law material and means 
of production They woik by themselves, producing their 
goods with the aid of these means of pioduction Under 
capitalism it is diffeient Theie the plants and factories 
belong to the capitalists and in them \\oik hiied labourers 
who do not have then own means ot pioduction Simple 
commodity production alwa\s pi credos capitalism The 
capitalist system could not aiise w'lthout simple commodity 
pioduction The lattei picpaies the w'ay for capitalism. 

In its tuin the (Unelopment of simple commodity pro¬ 
duction inevitablv leails to capitalism Small-scale com¬ 
modity production gives hath to capital 

One of the misintei pi etatioiis of Mai.xism is the at¬ 
tempt to deny tlu^ existence of simple commodity pioduc¬ 
tion as the histoiical pieciiisoi oi capitalism The pol¬ 
itical significance of this distoition ot Maixism is cleai 
The fact of the mattei is that even in the peiiod of the 
prevalence of capitalism thioughout the woild man\ lem- 
nants of the foimoi svsteni still lemain, a gicat niimbei 
of the elements ot simple commoditv pioduction, many 
millions of small peasants, aitisans anti handicraftsmen 
Those masses ot potty commodity pioducois, independent 
in appealance, but in lealitv gioaning iindei the unbeai- 
able yoke of capitalism, constitute a lescive fiom which the 
pioletaiiat diaws its allies in the stiuggle foi the social¬ 
ist revolution The distoition of the lole and significance 
of sinijile commoditv pioduction toims a basis for the neg¬ 
ation of the lole of the basic mass of the peasantiy as an 
ally of the pioletaiiaii levolution This distoition lies at 
the basis of the countei-i ev olutionai y theory of Tiotsky- 
ism. 

The attempt to sepaiate simple commodity pioduction 
from capitalism bv a soit of Chinese wall is a no less 
crude distoition of Maixist-Lemnist theoiy I^eiiin con¬ 
stantly stressed the fact that small-scale commodity pro¬ 
duction daily, houily, gives birth to capitalism The neg¬ 
ation of this piinciple leads, for instance, under conditions 
prevailing in the USSR, to view's like those held by the 
Right o])portunists who advocated the perpetuation of 
small-scale pioduction in the village, leads to a lack of un¬ 
derstanding of the necessity of the socialist transforma- 
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tion of the village on the principles of laige-scale social 
production. 

Capitalism oiiginated within the feudal-serf system. 
The oldest foims ot capital aie commercial and usuier cap¬ 
ital The merchant played an ever more 
The origin of inipoitant role as exchange developed 

eaoitalist pro- within the old natural economy The 

durtion mei chant capitalist furnished the seit- 

owning landloids with all kinds of luximes, making much 
piofit theieby Pait of the tiibute w'hich the landlord 
squeezed out of his seifs thus found its way into the pock¬ 
ets of the mei chant — the lepiescntatne of commeicial 
capital. \\’ith the de\olopment of commeice, iisuiy also 
floinished (beat loids—landloids, kings, government.s— 
needed inci casing sums of monev The mad luvuiy and 
w'asto, the endless wais dcwouied tiemciidous sums of mon¬ 
ey Thus the basis aiose loi the actuities of money-leiideis 
Lending mone\ to the feudal loids at exoibitant iiitei- 
est, the iisinei giabbed a laige share of the tiibute squccied 
out of the laboiii ot the soils 

('ommeicial and usiiici capital taking fum loot in dm 
life of feudal sociotv uiidaggmglv undeimmod and bioke 
dow’ii the toundations of this society With the giowtli 
of commeice the exploitations of the sei fs bv the landloids 
glow continualh stiongei The e\cessi\c ox])loitation im- 
dcimined the foundations oi soildom—peasant oconomv. 
It was impovei ished, the peasants became jiaupms leading 
a hungrv existence, incapable of giving a huge income to 
the landloid At the same time usuiei capital giasped 
the leiidal estate in its tentacles, squeezing the lile out of 
it The deca> of serfdom prepaied the way for the rise 
ot capitalist pioduction 

Commercial capital at first engaged only in tiadc Com- 
meicc was earned on with the products tuinished by ai- 
tisans and seifs as well as wuth pioducts impoitcd fiom 
distant countiles With the giowth of commeice, however, 
these souKcs of pioducts become inadequate Small-scale 
handiciaft pioduction could supply only a limited mass 
of commodities, sufricient meiely for the local market. 
When commeice began to opeiate in more distant maikets 
the necessity aiose for extending production 

But onlv capital could secuie such an extension of pro¬ 
duction Small-scale commodity production w^as poweiless 
here, its possibilities w'cie nariowly circumscribed A 
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transition then took place from small-scale to capitalist 
production, which destroyed the pre-capitalist forms of ex¬ 
ploitation only to substitute for them the last form of 
exploitation of man by man—capitalist exploitation. 

Heie IS how Lenin desciibes this tiansition from small- 
scale pi eduction to capitalism 

‘ Under the old conditions almost all the wealth was 
pioduced by small-scale husbandmen who constituted 
the ovei whelming- maiority of the population The pop¬ 
ulation lived settled down in the villages, pi educing the 
gieatei paitof then piodiicts eithei foi immediate use 
01 loi the small maikets ot local settlements, scaicely 
connected with neighbouiing markets 

“These same petty husbandmen w orked foi the land- 
loids who made them pioduce only the things needed 
lor then own immediate use Domestic pioducts weie 
given to the aitisans to be w'oiked on, and these also 
lived in the villages oi louineyed in the neighbouihood 
to take on woik 

“But with the libeiation ol the seifs these conditions 
of life ol the mass of the people underwent a complete 
change instead ol small-scale aitisans’ shops, large fac- 
toiies began to appeal, which gievv very lapidly, push¬ 
ing out the small-scale handiciattsmcn, tinning them 
into VI ago labouieis and compelling thousands of w'oik- 
men to woik togethei, pioducing tiemendous ciuantities 
ot commodities which weie sold all over Russia 

“Small-scale pioduction is leplaccd by large-scale 
pioduction oveivwheic and the masses of workmen aie 
alieadv simply hnod men vvoiking foi wages for a 
capitalist who owns tiemendous capital, builds tiemen- 
clous vvoikshops, pin chases masses of mateiiais and 
pockets all the piolits ot this mass production of the 
united vvoi kmen Pioduction has become capitalist and 
it pi esses lelentlessly and meicilesslv upon the small 
husbandmen, dcsti oying then settled life in the v illage, 
compelling them to vvandei ovei the countiv from end 
to end as simple labouiers, selling their labour to cap¬ 
ital Fa Cl gieatei and gi eater portions of the popula¬ 
tion aie tom away fiom the villages and fiom agricul- 
tine to collect in the cities, factoiy and industrial towns 
and settlements, foiming a distinct class of people hav¬ 
ing nothing ot their own, a class of vv-ago labouiers. 
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proletarians living only by the sale of their labour pow¬ 
er.” * 


REVIEW QUESTIONS 

1 How did people live befoie the appearance of class society‘s 

2 How did classes originate’ 

3 What are the basic historical forms of class exploitation’ 

4 What are the relations between the exploiters and the ex¬ 
ploited under the system of slavery’ 

5 What aie the lelations between the exploiters and the ex¬ 
ploited under the system of seifdom’ 

6 What IS the distinguishing feature of capitalist exploitation’ 

7 How does exchange aiise and develop’ 

8 Why does small-scale commodity production give rise to 
capitalism’ 


* Lenin, Collected WorkSy Vol I, “Explanation of the Program,” pp. 
428-429, Russian ed 



CHAPTER III 
Commodity Production 

Capitalist production has two important distinguish¬ 
ing features. First, under capitalism commodity produc¬ 
tion prevails Secondly, not only the product of human 
labour, but labour powei itself becomes a commodity. 

Capitalism is inconceivable without commodity produc¬ 
tion On the othei hand, commodity production existed 
long before the rise and development of capitalism. How¬ 
ever, it was only under capitalism that commodity pro¬ 
duction became univeisal 

Therefore in older to study the capitalist method of 
pioduction, it IS necessary fust to study commodity produc¬ 
tion, its peculiarities and laws 

In capitalist countries pioduction is carried on without 
a plan All the factories and plants belong to the cap¬ 
italists Eveiy one ot these enterprises produces commod¬ 
ities foi sale on the maiket. But no one tells the capital¬ 
ist wiiat commodities oi what quantities of them his entev- 
piise must pioduce The owuier of the plant or factory 
may incieasc oi decrease pioduction, or altogether close 
his place, as he wishes The capitalists do not care whether 
the population has the necessities of life food, clothing, etc. 
E\eiv plant or factory ownei thinks about only one thing: 
how to get moic pioht If an undei taking seems profitable 
to him lie logaids it with gieat eagerness If theie is no 
piofit 111 sight he w'lll not tiouble with it 

Sucli a system, w'heio pioduction is entirely in the 
hands ot capitalists who manage production with the sole 
inteiest of extracting as much profit for themselves as pos¬ 
sible b\ exploiting the toiling masses, exists at the present 
time all over the world, except in the Soviet Union w'^here 
the goveinmont is in the hands of the working class and 
wheie there is planned economy 

Under capitalism anarchy of production prevails; there 
IS and can be no planned management of social production 

“Capital organizes and regulates the labour within 
the factory for the further oppression of the worker, in 
Older to increase its own profit. But in social produc¬ 
tion as a whole, chaos remains and grows greater, 
bringing on crises when the accumulated wealth finds 
51 
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no pui chasers and millions of woikeis peiish or go hun¬ 
gry, not finding woik.” ' 

We must now try to undei stand the subtle mechanism 
which distinguishes the anaichy of production pi evading 
, undei capitalism. In capitalist society 

What IS a commodity production prevails Sup- 

commodity. pQgg factory belonging to a capitalist 

produces castor oil Does it mean that the owner drinks 
all the castor oil himself*^ Or a capitalist shop produces 
coffins on a mass scale, it is clear that the coffins aie not 
for the ownei Tiemendous plants produce gieat quantit¬ 
ies of steel and iron; it is clear that the owner does not 
want the metal foi himselt. All the vaiious piodiicts man¬ 
ufactured in capitalist entei prises aie pioduced foi sale, 
for the market. All pioducts of laboui maiiufactiii ed for 
sale and not for one’s own use are called commodities^. 

We have alieady seen that commodity pioduction only 
gradually undei mines and destioys the previous natural 
economy under which every family or commune pioduced 
by themselves everything they needed The system of nat¬ 
ural economy existed foi ages. The previous, ine-capital- 
ist forms of exploitation—slaveiy and feudalism—existed 
side by side with the prevailing system ot natural econ¬ 
omy Not so capitalism This system is from its \ ei y in¬ 
ception bound up with the development of exchange, the 
development of commodity production 

“The wealth of those societies in which the capital¬ 
ist mode of production prevails piesents itselt as an 
immense accumulation of commodities, its unit being 
a single commodity.” '* 

With these words Marx’s chief work, Capital, begins. 
In this work Maix set himself the aim of discovering the 
economic laws governing capitalist society Maix begins 
his woik with an analysis of the commodity, with the dis¬ 
closure of the laws governing the pioduction of commod¬ 
ities 

The product of human laboiii must always satisfy some 

♦Lenin, Collected TVor/vs, Vol XVII, “The Tayloi System—En¬ 
slavement of Man by Machinery,” p 248, Russian ed 
** Marx, Capital, Vol I, p 1, Swan, Sonnenschein & Co, I.td , 1908 
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human want, otheiwise it would not be woith expending 
labour on it. This property of every 
Two properties product of labour is called its use val- 
of eommoditieh value of a clock, foi in¬ 

stance, IS that it tells us the time Many things that are 
not at all the product of human laboui have a use value, 
like watei at its souice, for instance, or fruit giowing wuld 
Use value is met with in both natural production and com¬ 
modity pioduction The giain the peasant raises foi his 
owui use satisfies his need for food Giain therefore has 
a use value 

But the giain which a peasant in a capitalist countiy 
pioducos foi sale becomes, as we have seen, a commodity. 
This giain continues to possess use value because it sat¬ 
isfies the human need for food, but if it should lose this 
piopeitv toi some leason (if it should rot, for instance, 
and betorne unfit for use), no one would buy it 

At the same time this gram acquires another import¬ 
ant piopeity. This grain has become a commodity, it can 
be exchanged for any other commodity What strikes one 
here fust is that a commodity has the property of being 
exchangeable, that it is exchanged for a number of other 
commodities. 

This new feature of a product, which it acquires when 
it becomes a commodity, i.e , when it is produced for ex¬ 
change, plays an enonnous role in commodity economy. 

“A commodity is, firstly, something that satisfies a 
human need; and, secondly, it is something that is ex¬ 
changed for something else. The utility of a thing gives 
it ?<,sc value Exchange value (or simply, value) presents 
itself first of all as the proportion, the ratio, in which 
a certain number of use values of one kind are ex¬ 
changed for a certain number of use values of another 
kind Daily experience shows us by millions upon mil- 
lons of such exchanges that all and sundry use values, 
in themselves very diffeient and not comparable wuth 
one another, ai e equated to one another.” * 

Between the use value and the value of a commodity 
there is a contradiction. To its producer a commodity is of 
no use value, it has use value for others. On the other 
hand, to the purchaser of a commodity for use the commod¬ 
ity has lust a use value, and to him the commodity is no 

• Lenin, Marx-Engels-Marxism, “Karl Marx,” p 15 
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longer a value When the pioducer exchanges his commod¬ 
ity he gets its value in return, but he can no longer utilize 
the use value of the commodity as the latter is already in 
someone else’s hands A commodity is a product made not 
for immediate use but for sale on the market A commod¬ 
ity IS thus the agent of a definite social connection. It is 
the agent of the connection existing between the producer 
of the commodity and society as a whole The connection 
IS, however, not a direct one. Society does not tell each pro¬ 
ducer just what and how much to produce Under com¬ 
modity production theie is not nor can there be planned, 
conscious guidance of the entire piocess of production in 
society. 

Upon what does the value ot a commodity depend? 
Some commodities are dear, others cheap What is the rea¬ 
son for this difference in value‘s Use 
Value is created values of commodities differ so widely 
by labour cannot be compared quantit¬ 

atively For example, what is there in common in the use 
value of pig iron and roast beef’ Consequently we must 
look for the secret value not in use value but in something 
else Marx says 

“If then we lea\e out of consideration the use value 
of commodities, they have only one common pioperty 
left, that of being products of laboui ” 

The value ot a commodity is determined by the amount 
of human laboui expended m its production 

So long as exchange is infrequent, products aie ex¬ 
changed in accidental ratios When a primitive huntei met 
a member of an agricultural tribe or commune and ex¬ 
changed some meat for gram the ratio was determined bv 
accidental circumstances. But things changed radically, 
parallel with the development of exchange. 

With the destruction of natural economy, the latio of 
exchange came continually closer to the amount of labour 
spent on the object exchanged When under simple com¬ 
modity production a peasant exchanges some gram for an 
axe made by an artisan he gives the latter an amount of 
grain which represents approximately the same amount 
of labour as that spent in making the axe. 

Here is how Engels pictures the exchange of commod- 
♦ Marx, Capital, Vol 1, p 4. 
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ities according to their values under conditions of simple 
commodity production before the rise of capitalism. 

“The peasant of the Middle Ages therefore knew 
fairly accurately the labour time requisite for pioduc- 
ing the things he obtained by exchange. The blacksmith 
and waggoner worked m his sight, as did the tailor and 
shoemaker who, in my own youth, went from hut to 
hut among our Rhenish peasants making clothes and 
shoes from home-made cloth and leather Both the 
peasant and also those ho pui chased from were them¬ 
selves labomeis the articles exchanged weie the prod¬ 
ucts of then own labour What did they expend to 
pioduco those obiects*' l^aboui and only labour, for 
the leplacement of woiking tools, for the pioduction 
of law mateiial and for its working up they expended 
nothing but then own labour powei, hosv could they 
then exchange these jiioducts of theirs for those of 
other woikers otheiwise than in proportion to the lab¬ 
our expended on them‘d Not only was the labour time 
expended on these pi odnets the sole appropriate meas- 
uie foi the quantitative deteimination of the magni¬ 
tudes involved in the exchange, but any othei measuie 
was altogethci unthinkable Oi does anyone believe 
that the peasant and the aitisan vvoie so foolish as to 
exchange a thing that took ten houis* labour foi some¬ 
thing tliat took only one laboui houi For the entire 
peiiod of peasant iiatuial economy no othei exchange 
IS possible than that m which the quantities of coiiimod- 
ities exchanged tended moie and moie to be moasuied 
bv the amount of laboui incorporated in them 

“The same is tiue of the exchange of peasant prod¬ 
ucts foi those of citv aitisans. At tirst this takes place 
diiectlv, without the inteimediation of the merchant, 
on maiket days m the towms where the peasant sells 
his pioducts and makes his purchases Here also the 
peasant knows not only the conditions imdei wdneh thf' 
artisan works but the latter knows also the conditions 
of peasant labour For he is himself still a peasant to 
a certain extent, he not only has a kitchen garden and 
an orchard, but fiequently also a strip of arable land, 
one or two cows, pigs, poultry, etc “ * 

A number of self-evident facts confirm the truth that 
♦ Engels, Supplement (Naehtrag) to Vol III of Capital 
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commodities aie exchanged accoidiiig to the labour incorp¬ 
orated m them Voiy many commodities which weie once 
very deal become fairly cheap, because with modern techni¬ 
cal development less labour is lequired to produce them 
Thus, for instance, aluminium, fiom which kitchenwaie 
and a numbei of other things are now manufactuied, was 
a few decades ago eight or ten times as expensive as silver. 
It cost about $225 a kilogram then But with the develop¬ 
ment of electio-technical science it became possible to pro¬ 
duce aluminium with much less laboui so that befoie the 
war the puce fell almost to 27 cents a kilogiam, a thousand 
times cheapei. It became so cheap only because so much 
less laboui is now lequiied to pioduce it 

Thus the value of a commodity depends upon the 
amount of laboui spent in piodminq if If we produce a 
gi eater quantity of commodities with the same amount of 
labour, we speak of the inci eased pioductivitv of laboui, 
on the othei hand, when less is pioduccd, we speak of a 
deciease in productivity It is self-evident that inci cased 
laboui pioductivity moans a deciease in the amount of lab¬ 
oui that must be spent in oidei to produce a single one of 
the given commodities As a lesult theie will be a deciease 
m the value, each commodity of this paiticular kind will 
be cheaper A decrease in productivity would, on the con- 
tiary, bung about deaiei commodities It is theiefoie said 
that productivity of labour and the value of each unit of 
the commodities pioduced are in mveise piopoition {i.e, 
when one rises the other falls, and vice rcrva) That is 
why Marx says, 

“The value of a commodity . vanes . . . inveisely 
as the pi oductiveness of the laboui incorporated in 
it ” * 

The value of a commodity is given to it by the labour 
spent in producing it The value of a commodity is noth¬ 
ing but a definite quantity of labour time congealed (or 
incorporated) in the commodity But value only manifests 
itself when one commodity is compared wnth another. Let 
us assume that the same amount of labour is incorporated 
in one ton of non as in one kilogram of silver. Then a 
ton of iron wnll be equal in value to a kilogiam of silver. 
The value of a commodity expressed in comparison with 
the value of another commodity is its exchange value. Ex- 

* Marx, Capital, Vol 1, p 7 
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change value is the toi m in which value shows itself At 
the same time it must be cleaily lemembeied that in this 
foini we have only the value lepiesenting the laboui time 
incoi poiated in the commodity 

Undei developed commodity pioduction when commod¬ 
ities aie exchanged by means ol money, every commodity 
IS compaied with a delinite sum of money The value of 
the commodity is expiessed in teims of money Exchange 
value becomes the puce ol the commodity Puce is only 
the value of a lommodity expiessed in tenns of money 


Abstiact and 

concrete labour 


In oidei to uiiaeisiand the contiadiction inheient in 
commodities it is necessaiy to observe the peculiaiities oi 
the labour which pioduces commodities. 

In evchanging commodities people 
compaie the most vaiied kinds of lab¬ 
oui The laboui of «x cobblei diffeis \eiy much fiom the 
laboui of a loundiyman The laboui of a minei lesembles 
the laboui ot a tailoi veiy little Eveiy single commodity 
contains the labour of some paiticular piofession or some 
paiticulai blanch of industiy What is common to all com¬ 
modities is human laboui in geneial, oi, as it is sometimes 
expressed, abstiact human labour as distinguished from 
the concieto (i e , specific) labour of each separate branch 
of pioduction 


“All the laboui powei of a given society, represented 
in the sum total ol values of all commodities, is one and 
the same human labour power Millions and millions 
of exchange tiansactions pi'ove this ” * 


Every paiticulai commodity lepresents only a definite 
pait of this geneial human laboui 

Concrete laboui pi oduces use value The concrete lab¬ 
our of the cobblei pioduces boots, the concrete labour of the 
minei—coal The value of these commodities, however, ex¬ 
presses simply human labour, the expenditures of human 
laboui in general undei commodity production 

“On the one hand all labour is, speaking physiologi¬ 
cally, an expenditure of human labour power, and in its 
character of identical abstract human labour, it creates 
and forms the value of commodities. On the other hand, 
all labour is the expenditure of human labour power in 
a special form and with a definite aim, and in this, its^ 
* Lenin, Marx-Enqels, Marxism, "Karl Marx,” p 16 
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character of concrete, useful labour, it produces use 
values.” * 

The same laboui is both concrete and abstract in com¬ 
modity production, it is concrete m so far as it produces 
use value, and abstiact in so far as it produces value On 
the one hand, eveiy producer produces definite use values, 
say, boots, coal, cloth, etc This repiesents the conciete 
labour of the cobbler, the miner, the weavei, etc. But on 
the other hand, the same cobbler, mmei and weaver pio- 
duce the value of the boots, coal, cloth They pioduce these 
not for their own immediate use, but foi exchange on the 
market They piodiicc boots, coal, cloth, as commodities 
] wssessing value And v’alue is produced by abstiact, uni- 
veisal, human labour 

From the very beginning commodities reveal their dual 
nature as use value and value We now see that labour 
also, the labour embodied in these commodities, the labour 
applied in capitalist production, has a dual chaiacter 
The difference between concrete and abstiact labour 
appears in the contradiction between use value and value. 
Use value is the lesult of concrete labour, wheieas value 
is the result of abstract labour. 

It IS peifectly evident that this division of labour into 
conciete and abstract labour exists only in commodity p/o- 
duction This dual nature of labour re\ eals the basic con¬ 
tradiction of commodity production In commodity pio- 
duction all the woik of an individual member of society be¬ 
comes, on the one hand, a particle of the entire mass of 
social labour and, on the other hand, it is the particular 
work, the individual labour of diffeient, separate work¬ 
ers. It IS clear, therefore, that the conti adiction between 
abstract and conciete labour arises only with commodity 
production and vanishes as soon as commodity nroduction 
disappears. 

“A man who pioduces an article for his own immedi¬ 
ate use, to consume it himself, creates a product, but 
not a commodity As a self-sustaining producer he has 
nothing to do with society But to produce a commodity, 
a man must not only produce an article satisfying some 
social want, but his labour itself must form part and 
parcel of the total sum of labour expended by society. 


Marx, Capital, Vol I, p. 14 
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It must be subordinate to the division of labour within 
society. It IS nothing without the other division of lab¬ 
our, and on its part is requiied to integrate them.” * ** 

In commodity economy the work of each separate work¬ 
er represents only a particle of social labour as a whole. 
The work of each weaver, miner or mechanic becomes part 
of the geneial chain of social production Each separate 
work constitutes only one of the links in this chain. But 
at the same time, each sepaiate work in commodity pro¬ 
duction IS independent. The labour of individuals becomes 
social, in the sense that each producer is connected with 
thousands of others in his woik But the labour of sep¬ 
aiate individuals is not co-oidinated on an all-social scale. 
Quite the contrary, the labour of induidual workers is 
separate, scattered. 

“The pioduction ol commodities is a system of so¬ 
cial lelationship m which diffeient pioduceis produce 
\arious products (the social division of labour), and in 
w'hich all those products aie equated to one another in 
exchange ” ■'* 

This contradiction, consisting in the social nature of 
the individual labour of independent pioducers, arises with 
commodity pioduction and disappears with it. 

In natuial economy this contradiction does not exist. 
Let us imagine a secluded peasant economy in some far 
away, isolated coiner of the wmrld This economy is al¬ 
most completelv cut off from the rest of the world, every¬ 
thing needed is produced on the farm Labour here is not 
a poition of the labour of society as a whole, labour here 
IS of a distinctly sepaiate and individual nature Hence the 
contradiction characteristic of commodity production does 
not exist heie However, if we take socialist society, 
the interdependence of the labour of individual members 
IS even greater in comparison with capitalism, but here 
also the contradiction of commodity production does not 
exist* the labour of each worker has become social, has be¬ 
come an organized part of the general labour The separ¬ 
ate, scattered character of the labour of each worker has 
disappeared The fruit of the labour of all becomes the 
property of society as a whole and not of individual owners. 

* Marx, Value, Price and Profit, p 38, Moscow, 1933. 

** Lenin, Marx-Engels-Marxtem, “Karl Marx,' 
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If the value of a commodity is deteimined by the quan¬ 
tity ot laboui expended upon its pioduction, it might seem 
^ that the lazici or the moic unskilful a 

neccbsarv niore valuable his commodity. 

^ Suppose thcie aie two cobblci s work¬ 

ing side by side One is a fast, efficient woiker and makes 
a pair of boots in a day The othei is a la^y diunkaid and 
it takes him a week to finish one pan ot boots Does it 
mean that the boots ot the second cobblci ha\e more value 
than those of the firstOf couise not When we say that 
the value of a commodity is detei mined by the quantity of 
laboui expended upon its production, or the labour crystal¬ 
lized 111 it, we have in mind the laboui time that, as Maix 


“ required to pioduce an aiticlc undei the noimal 
conditions of pioduction and with the aveiage degiee 
of skill and intensity pievalent at the time The intio- 
duction of powei looms into England piobably i educed 
by one-half the labour lequired to weave a given quan¬ 
tity of yai n into cloth ” * 

The hand loom weavei now had to woik eighteen or 
twenty houis a day instead of the nine or ten houis he 
had worked pieviously Nevertheless, the pioduct of hn> 
twenty hours ot labour now lepiesented only ten hours of 
social labour, or ten houis of labour socially necessary to 
convert the given amount of yarn into cloth Hence the 
pioduct upon which he spent twenty hours had no moie 
value than the product of ten hours had previously. 

It thus appears that the value of a commodity depends, 
not upon the labour which in each separate instance was 
expended upon its production, but upon the labour which 
IS requiied on the average for its production, or, as it is 
expressed, upon the social average or the socially necessary 
labour 

We must also distinguish between simple labour and 
skilled labour. Let us take a mason and a watchmaker. An 
hour of labour of the mason cannot be 

Simple and skilled 

laiiour watchmaker Why? To learn the trade 

of mason one does not have to spend much time in prep¬ 
aratory training. It is a simple labour, easily learned. 


Marx, Capital, Vol I, p 6 
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Anyone can easily become a mason (oi, say, a common lab¬ 
ourer ) A watchmakei (oi a chemist) is a diirerent mat¬ 
ter. In order to become a watchmaker one must spend, 
say, about three years m learning the trade If the future 
watchmaker decides to spend a long time in learning the 
tiade, it is only because he expects to get paid for this 
latei IIow*^ In that foi a watch, upon the making of which 
he spent twenty hours, he gets on the market commodit¬ 
ies produced bv simple oi unskilled laboui in, say thiity 
houis In such a case one hour of skilled (oi, as it is 
sometimes called, complex) laboui is equal on the maiket 
to one and a half houis ot simple labour 

What would happen il no dittercnce weie made in ex¬ 
change between an hour of simple and an houi ot skilled 
laboui Then the supply of skilled labour would be con- 
sideiably cm tailed Watchmakei s, chemists and other 
such skilled people would become fewei and fewer Hence 
theie would be fewei and lewer watches, chemicals, etc, 
on the maikot, and puces toi such commodities w'ould go 
up Then an houi of laboui of a w'atchmakei w^oiild once 
moic become equal to an houi and a half oi even tw’o houis 
of simple laboui Then it again becomes ad\antagcous to 
leain a skilled tiade 

We ha\e seen that the \alue of a commodity is detei- 
mined by the socially necessaiv laboui expended upon its 
pioduction Docs this mean that in the 
The market and system of commodity pioduction every 
eompetition commodity can alw ays be exchanged for 

its full valued Of couise not 

For this it would be necessary for e\ei\ commodity 
produced to have a puichasei immediately. It w^ould be 
necessaiv foi supply and demand ahvavs to balance cacli 
other Can tins leally happen'^ 

In the system of commodity pioduction theie is no 
oigan 111 society w'hich could tell the individual producer 
w’hat commodities and in wdiat quantities he should pio- 
duce So long as the gieatei part ot production is for 
immediate use and only a small shaie of the sriplus gets 
to the maikct, the role of the maiket is not veiv great. 
But with the expansion of commodity pioduction the mar¬ 
ket becomes moie and more important 

Each separate commodity producei w'oiks at his own 
risk Only attei the commodity has been pioduced and 
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IS taken to the market does he find out whether there is a 
demand for his commodity or not 

The price of a commodity is the monetaiy expression 
of its value. But price always vacillates according to the 
conditions of the market. A struggle about the price of the 
commodity takes place at the market between sellei and 
buyei. Competition, among the sellers on the one hand, 
and among the buyers on the othei, decides the question of 
the puce at which the commodity is to be sold The price 
of a commodity, therefoie, does not always coriespond to 
its value The price is sometimes highei, sometimes lower 
than the value of the commodity The value, however, 
always remains the centie or axis about which the price 
oscillates 

If moie of a commodity has been produced than there 
IS a demand for, then the supply exceeds the demand and 
its pi ice falls below its value When the price falls below 
the value it means that the producer of the given com¬ 
modity will not be repaid for all the laboui he has ex¬ 
pended on it It will therefore pay him bettei to pro¬ 
duce some other commodity foi which theie is moic de¬ 
mand The production of the fust commodity will be cui- 
tailed But then the relation between supply and demand 
will become moie advantageous for this commodity, and 
aftei a while its puce may rise again to the level of its 
value and even highei 

Only in this way, by moans of continuous fluctuations, 
IS the law of value lealized Commodities soil at their 
value only in the event of supply exactly equalling the de¬ 
mand This happens, howevei, only as a larc exception 

“The theoiy of value assumes and must assume an 
equal supply and demand, but it does not asseit that 
such an equality is always to be obseived or can be ob- 
sei ved in capitalist society ” 

The law of value appeals as a blind force of the market. 
Every individual produce! must submit to this blind force As 
Marx expiesses it, this foice acts like the falling of a house. 
This means that the individual pioducer can never know 
befoiehand what the all-powerful market will require of 
him The law of values acts behind the back of the indiv¬ 
idual producer Commodity production is characterized, as 

* Lenin, Collected tForfcs, Vol II, “Ai tides on the Question of the 
Theory of Markets,” p 407, Russian ed 
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we have seen, by anarchy, i.e., by the absence of any order, 
any conscious plan for society as a whole The law of val¬ 
ues acts as an impersonal, unconscious power in a society 
where anarchy of production prevails 


P'rom the pieceding chapters we already know that 
commodity pioduction did not come into existence at once 
m its developed form On the contrary. 
The developnieiit exchange oiilj giaduallv undermines 

^ exc ange anil destroys the previous natural econ- 

the forms of value 

omy to commodity economy is pioloiiged ovei many cen- 
tuiies 


Under developed commodity economy one commodity is 
not exchanged directly for anothei Commodities aie 
bought and sold, they are converted into money. The form 
in which their value is manifested is money However, in 
order to understand the monetary foim of value, we must 
acquaint ourselves with the less developed forms, coiies- 
ponding to the eailiei stages of de\elopment of commodity 
pioduction and exchange 

When production still has a piimarily natural chaiac- 
tei, and the exchange is effected by chance, we have the 
elementary, single, or accidental form of value One com¬ 
modity is exchanged for anothei the skin of an animal, 
let us say, is exchanged for two spears Those distinguish¬ 
ing leatuiGS, which become prominent \\hen exchange and 
commodity pioduction have leached their utmost develop¬ 
ment and expansion, are already contained in embryo in 
this still completely imde\eloped foim of value 

In the given instance, the simple form of value selves 
as an expression of the value of the skin, receives its ex- 
piession in the form of two speais We see that the value 
of the skin is not expiessed directly, but only 'telativehj, in 
1 elation to the value of two speais Two spears seive liere 
as the equivalent of one skin The value of the skin is ex¬ 
piessed by means of the use value of two spears 

Thus we see heie that the use value of one commodity 
(two spears) selves as an expression of the value of an¬ 
other commodity (a skin) The value and the use value 
are divided as it weie, the value is separated from the use 
value Here the skin figures only as the value, the two 
spears only as the use value The value of the skin becomes, 
so to speak, separated from its use value and is equated to- 
another commodity From this the conclusion can be drawn 
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that the value ot a commodity cannot be expiessed in teims 
of itself alone, to expiess this value theic must be the bod¬ 
ily form of another commodity, an equivalent. 

Even in the simple foim ot value the distinguishing 
featuie of the commodity equivalent is that the use value 
of this commodity selves as the expiession of its opposite 
—value 

“The body ot the commodity that selves as the equi¬ 
valent figuies as the mateiialization ot human labour 
m the abstract and is at the same time the pioduct of 
some specifically useful conciete labour ” * 

Accordingly conciete laboui selves heic as the expies¬ 
sion of abstract laboui, individual laboui—as the expres¬ 
sion ot social labour 

The simple foim of value exists only so long as ex¬ 
change beais an absolutely single, accidental chaiacter As 
soon as exchange is somewhat more widely developed, this 
foim of value changes into the total ot eipnnded fo}\H of 
value in vvhicli not two commodities, but a much wider 
circle of commodities, aie equated to each othei In this 
foim each commodity can be exchanged not onlv foi an¬ 
other commodity, but toi a whole senes of commoditioh 
For example, the skin can be exchanged not only for tv\o 
spears, but foi a pan of shoes, foi an oai, for a piece of 
cloth, 01 foi a sack of corn The total oi expanded foim 
of value will, theicfoie appeal as follows 

f 2 speais 

» 1 pan ol sho(‘s 

1 skin- < 1 oai 

1 piece of cloth 
[ 1 sack of coi 11, etc 

We have this foim of value wdien some piotluct of lab¬ 
our, cattle foi instance, is habitually exchanged for vaii- 
ous other commodities, not as an exception but as a gen¬ 
eral rule 

The expanded foim of value is a fuithei stage in the 
development of the foim of value The value of one com¬ 
modity IS expressed in difleieiit commodities, belonging 
to diffeient owneis ol commodities The division between 
value and use value is here made still more evident The 


Maix, Cttpitnl, Vnl F, p 27 
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value o± the skin is here opposed to its use value as soine- 
thing common to a senes of other commodities However, 
even the expanded foim ot value does not satisfy the de¬ 
mand, which glows with the development ot exchange. 

The de\elopment of exchange makes the shortcomings 
of this system of exchange moie and moie manifest. These 
shoitcomings are done away with by the next, more devel¬ 
oped foim ol value, namely, the geneial foim The gen- 
eial loim ol \alue natuially glows out of the total, or ex¬ 
panded loim. In the expanded form of value one commod¬ 
ity IS most fiequontly exchanged, and theiefoie its value 
IS expiessed in a whole .senes of other commodities. Let 
us suppose that this commodity is cattle Let us say that 
one ox IS exchanged for one boat, for three pairs of shoes, 
foi thiec sacks of coin, foi tw'enty arrows, etc We have 
onl> to levelse this senes of exchange relations and vve 
will have the geneial oi univeisal equivalent form of value, 
as follows 


1 boat 

3 pans of shoes I 
3 sacks of corn i " 

20 arrow'^s, etc ' 

In the univeisal equivalent foim of value, the value of all 
commodities finds oxpiession in one and the same com¬ 
modity The commodity which expresses the value of the 
othei commodities selves as the unii'cnsal equivalent This 
commodity is icadily taken in exchange lor any other com¬ 
modity Thus the inconvenience which accompanies the 
total or expanded foim of value is eliminated Heie the 
sepal ation of value fiom use value becomes still gicater. 
All commodities express their value in a single commodity. 
It becomes the function of one commodity to cxpiess the 
value of all other commodities The entire world of com¬ 
modities IS split into two opposite groups the univeisal 
equivalent by itself makes one group, and the other group 
consists of all the other commodities 

The money form of value differs only slightly from 
the universal form. When the precious metals—gold and 
silvei—definitely become the fixed universal equivalent, vve 
have the transition from the universal form of value to 
the money form. In the money form the particular social 
function, i e., the expression of the value of all commodities, 
is embodied in one particular commodity. This commodity. 
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gold or silver, is pie-emineiit in the commodity woild. Be¬ 
fore it becomes money, gold must first be a commodity. 
But, having become money, gold acquires a number of new 
pioperties in connection with its lole as money. 

Value IS a specific social relation between peisons which 
is expressed as a lelation between things The value oi 
a commodity cannot be expiessed in teims ol itselt It 
can only be expiessed with the help of another commodity. 
The exchange i elation between one commodity and anoth- 
ei, or its exchange value, selves as the expression of its 
value. We have seen the development of the foim of 
value fiom the simple to the mone\ foim The develop¬ 
ment of the loim of value is linked with the development 
of the contiadictions which aie inheieiit in commodities 
The contradictions between use value and value emeige 
moio and more cleaily in the piocess of the development 
of exchange and the coiiosponding foims of value, lii 
money this contiadiction is expiessed most fully Money 
becomes the one and imiveisal means of tlie expiession of 
value All othei commodities countei balance money as 
use values 

Undoi planned socialist pioduction it is cleai to eveiy 
wmrker that ho is pait of an oiganized body Under so¬ 
cialism the pioduction lelations be- 
tween people become cleai and ob\ ions 
fetishism The connection betw'oeii each individ¬ 

ual woiker and enteipiise and all othei woikeis and en- 
teipuses is self-evident and cleaily imdeistood 

It IS not so in a society wheie commodity inoduction pie- 
vails With commodity pioduction the pioduction lelations 
betw'eon people appeal as lelations between things When 
a cobblei sells a pan of boots he has made and with the 
money thus obtained buys biead at the baker’s foi himself 
and his family, we have a definite pioduction ielation, a 
definite connection between people accoiding to pioduction 
The biead baked by the bakei selves the needs of the cob- 
blei, and the boots made by the cobbler will peihaps go to 
the bakei It follows, therefore, that the woik of the bak¬ 
er IS needed to satisfy the needs of the cobbler, the work 
of the cobbler is needed to satisfy the needs of the baker. 
Thus there is a definite connection between the cobbler 
and the bakei, a definite relation according to production. 
But how IS this connection revealed^ In what is it ex¬ 
pressed*^ We have already seen It reveals itself in the 
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process of exchange Commodities are objects that change 
hands from one producer to another. Bread goes from 
the baker to the cobbler. Boots go fiom the cobbler to 
the mei chant and fiom the merchant to the same baker. 
Howevei, commodities do not simply change hands Every¬ 
one knows that the cobblei gives up the boots he has made 
only after he has leceived a con esponding amount of mon¬ 
ey for them—then puce The baker acts in exactly the 
same way Thus, undei the system ol commodity produc¬ 
tion, pioduction lolatioiis among people aie levealed as the 
movoniont of things—commodities 

Value IS the i elation between persons who pioduce 
commodities But this ielation piesents itself as a rela¬ 
tion between things—commodities This pioduction iela¬ 
tion IS concealed by a matciial covei, hidden behind the 
movement of things The \alue of a commodity seems 
just as iiatuial a jiiopeitv ol the commodity as, say, its 
coloui Ol weight, it is said, foi instance this bread weighs 
halt a pound and is woith five cents A commodity be¬ 
comes a vciy pu/./.lmg thing The fate of the pioducer 
IS closely tied up with that of his pioduct If oui cobbler 
cannot sell the boots ho w'lll stay without biead If the 
puce of boots falls—he can bin so much loss bioad Why 
cannot the cobblci sell the boots, oi whv does he get less 
for them this time than ho got befoie*^ The cause lies m 
the changes which h.ue taken place in the economic life, 
in the production lelatioiis of people in capitalist society, 
say a ciisis has come, oi the wmikeis aie buying boots 
more seldom because ol a i eduction iii w'ages The leal 
cause wnll, howevei, long icmain unknown to the cobbler 
and when he does find it out it will gcnciallv bo in a dis¬ 
torted W'av Eoi the comuvtK'ii between the cobblei and 
the lost ot the piodiicing wmild is centied in his commod¬ 
ity—boots, m then \alue which is leali/.ed on the maiket. 

The fact that under commodity production the rela¬ 
tions between peisons accoiding to pioduction acquire the 
appearance of lelations between things — commodities — 
and that commodities, hence, acquiie peculiar social piop- 
erties, we call commodity fetishism (fetishism generally is 
the worship of imaginary, siipernatiii al piopeities ascrib¬ 
ed to an object—a fetish) tlndei capitalism all pioduc¬ 
tion relations between persons in society are hidden under 
a cover of things All production lelations betwmen per¬ 
sons under capitalism appear as relations between things. 
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as relations connected with things This masks the real 
meaning of capitalist relations, veils them, hides their real 
chaiactei, gives them an illusoiy appearance That is why 
it IS vely impoitant to unmask, to understand, the puzzle 
of commodity fetishism that peimeates all relations under 
capitalism 

Maix was the fust to leveal the social lelations 
between peisons, wheie up to his time only the mysterious 
piopeities of things had been seen He was the lust to 
show' that value is a social ielation between people in the 
commodity pi odaction system. 


“Political economy begins with coniniodittcs, begins 
with the moment when pioducts aie exchanged for one 
another—w'hethei by individuals oi by primitive com¬ 
munities. The piodiict that appears in exchange is a 
commodity It is, however, a commodity solely because 
a 7 elation between two peisons or communities attaches 
to the thing, the piodiict, the relation between pioducer 
and consumer who aie heie no longer united in the 
same person. Here we have an exam]ilc ot a peculiar 
fact, which runs thiough the whole of economics and 
which has caused uttei confusion in the minds ot the 
bourgeois economists: economics deals not with things 
but with relations betw'een persons and in the last le- 
soit between classes; these relations aie, however, al¬ 
ways attached to things and appeal as things This 
inter-connection, which in isolated cases it is tuie has 
dawned upon particular economists, was fust discover¬ 
ed by Marx as obtaining for all political economy, 
wheieby he made the most difficult questions so simple 
and clear that now even the bouigeois economists will 
be able to grasp them." ” 


Nowadays it seldom happens that one commodity is 
directly exchanged for another The producer usually sells 
the commodities he produces for mon- 
The role of mone> ey, and for the money realized buys 
in the system commodities he needs Why then 

of commodity ^pg^j^ gf exchange of corn- 

pro uc ion modifies’ The fact is that money here 

really acts as an intermediary in the exchange of commod¬ 
ities. The capitalist sells his products and gets a definite 
sum of money for them. But he is not interested in this 


♦Engels, Ludwig Feuerbach, Appendix, pp 99-100, Moscow, 1934. 
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money as such. He needs this money to buy new raw mat¬ 
erial and machineiy, to hire workmen, to expand produc¬ 
tion 

The exchange of commodities through the medium of 
money is, however, ladically different fiom the diiect ex¬ 
change of commodities The introduction of money leads 
to a fuither growth and development of the contradictions 
inherent in commodities 

Money is not intioduccd by consent or agreement, it 
comes into use spontaneously Only with the aid of money 
can the all-sided social conneition established bet\ieen the 
separate individual pioduceis under the commodity pio- 
duction system be leali/cd 

The contiadiction between conciete and abstract lab¬ 
our, as wo have seen, is expiessed in the contiadictum be¬ 
tween the use value and the value of a commodity With the 
mtioduction of money a fuithei development of this contia¬ 
diction takes place The commodity acciuiies the twxitold 
charactei of commodity and money When exchange takes 
place by means of money, the owmei ot the commodity le- 
ceives in exchange for it money which mcoipoiates the val¬ 
ue of the commodity 

The value of the commodity is now expiessed in its 
puce, 7 e , in a definite amount of money It is not enough 
that the commodity has been pioduced — it must be ex¬ 
changed for money It must be sold, its pi ice must be i eal- 
ized If it cannot be sold—it means the pioducer has lab¬ 
oured in vain 

Money is a universal commodity, the universal equiv¬ 
alent. Money is the embodiment of value, the embodiment 
of abstract laboui. Money is the stamp with which the 
maiket puts its label of social lecognition on commodities, 
tiansforming them from pioducts of private labour to those 
of social labour 

But in this thei e already lies the danger that the prod¬ 
ucts of one or another producer may not be converted into 
money. If it proves impossible for the commodity pro¬ 
ducer to conveit his commodity into money it means his 
private, individual labour has not become a pait of social 
labour. This means that due to the anarchy prevailing in 
production ho has futilely spent his labour, raw material 
and tools on the production of a commodity which cannot 
be sold. It IS clear that in money, commodity fetishism 
IS even more acutely apparent. In capitalist commodity 
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production all social production relations are, as Marx 
points out, gilded or silveied. Supernatural powers are 
ascribed to money Being a product of social development 
money acquiics an altogethei extiaordinaiy force and pow¬ 
er in this society. 

“Being the highest pioduct of the development of ex¬ 
change and of commodity production money masks and 
hides the social chaiactor of individual labour, the so¬ 
cial tie between the vaiious pioduceis whom the mar¬ 
ket brings together ” * 

Money plays an impoitant part in the transition fiom 
small-stale commodity pi eduction to capitalism The boss¬ 
es who have grown iich, acquiiing then wealth by hook 
or by ciook, amass it in the loim of money Capital first 
oiiginatcs in the foim of money 

Money has a number of functions in commodity econ¬ 
omy Evei y commodity is sold toi a delimte sum of money 
. This sum of money is talleil the /nice 

The functions (onimoditi) Thus, puce is val¬ 
or money expiessod in tcims oi monej The 

value of a commodity is measuio<l by money. 

The measuiemont of the \alue of a coinmoditN in mon¬ 
ey IS the piemiso of the oKchange ol tli(> tommoditv, its 
purchase oi* sale Beloie a ioinmodit\ lan be' bought or 
sold, it IS essential to Know its piicc Thus money pla>s 
the role of a »ic«.smc of ndia 

The value of a commodity is deteimmed by the noik- 
ing time spent on its pioduction Ilonevei, value cannot 
be expiessed by the socially necessaiy woiking time In 
buying or selling a pair of boots, foi example, it is not 
said that the boots cost twenty hours of laboui but that 
they cost, let us say $10 We have explained this picviouslv 
The value of a commodity i can be expressed only thiough 
the medium of another commodity It is not known betoie- 
hand whether the time spent on the pioduction of the lioots 
will actually be taken into account. Pei haps, if the mar¬ 
ket IS flooded, the boots will be sold not for $10, but 
only for $5 This would mean that the twenty working 
hours actually spent on the production of the boots 
would have to be exchanged for a product of only ten work¬ 
ing hours The price of a commodity is constantly fluc- 

* Lenin, Marx-Engels-Marxtsm, “Karl Marx," p 17 
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tuating round its value, these fluctuations manifesting 
themselves in the fact that the cost of a commodity may be 
first above, then below the value, or vice versa. 

To be a measure of value, money itself must be a 
commodity and possess value One cannot, for example, 
measuie weight by means of an obiect which has no weight. 
But must money actually be piesent when the value is 
measuied*^ Obviously not We can evaluate an enormous 
number of commodities without having a cent in our pock¬ 
ets Money fulfils its function as a measure of value 
theoretically, as ideal money From this it is clear that 
the question of the amount of money also plays no pait 
in this function 

The decisive moment for a commodity comes after it 
is pi iced in money It must be sold, ^ e . exchanged for 
money. An exchange of goods accomplished by means of 
money is called the ciidilation of commodities It is clear 
that the cii dilation of commodities is insepaiably linked 
up with the cii dilation of monev itself When a commod- 
lt^ goes out of the hands oi the sellei into the hands of the 
bin ei, monev goes out of the hands of the biivci into the 
hands of th(> scdlei lleie monev plavs the pait of the 
means of ciidilation, oi the inc'ans of commodity tinncner 

To fulfil tlu' lole of the incwns of ciidilation, monev 
must actinilh lie pi (‘sent Heie it emeiges not as ideal 
iiionei, but as leal monev E\ervbodv knows that vou 
cannot bin a pincli of snufT with “ideal monev.” You can 
imagine a million dollars but you will not be able to buy 
am thing with youi iinaginaiy million, wheieas ivith e\civ 
leallv existing dollar you can obtain a commodity of cor- 
1 es]ionding value 

In one impoi taut respect the requirements for the means 
of cii dilation aie diffeient from the requirements for the 
measuie of value To be the means of circulation, money 
must not necessaiily possess a value of its own. In all piob- 
ability the sellei of the commodity takes money in exchange 
not for the sake of any value of its owm, but m order to 
change it in its turn for another commodity, i e., to buy an¬ 
other commodity While it is serving as the means of ex¬ 
change, monev does not lie in the pockets of individual 
pel sons, it continues its unintei rupted movement in the di¬ 
rection of the inveise movement of commodities Con¬ 
sequently, monev here plays only a transient part This is 
precisely why full value money—gold—can be replaced m 
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this function by its substitutes, or symbols of itselt. Such 
substitutes for gold are bank notes, paper currency, silver 
and coppef coins without full value, etc These substitutes 
for gold (or tokens of value) have either no value at all, 
or much less than that which they represent. As the moon 
shines with the reflected light of the sun, they reflect the 
value of the real money—^gold. 

To fulfil the function of the means of circulation a defi¬ 
nite amount of money is leqiiiied In ordci to sell a com¬ 
modity worth a thousand dollars, there must actually be 
not any sum of money, but precisely the thousand dollars. 
On the other hand, this same thousand dollars which is paid 
for the given commodity can afterwards serve as the cir¬ 
culating medium for other commodities woith a thousand 
dollars But commodities are bought and sold m many 
places simultaneously Theiefoio, the amount of money 
necessaiy at a given moment depends on the sum total of 
the puces of all the commodities in circulation, the sum 
total of the pri«es in its turn depends on the quantity of 
commodities in circulation and on the price of each indiv¬ 
idual commodity 

The amount of money that will be needed, for example 
in the course of a year, depends not onlv upon these two 
quantities, but also upon the rapidity of the curiency of 
money if the circulation takes less time, less money is 
needed for the process of circulation, and vice vosa 

The twofold natuie of commodities—as goods and as 
money—opens the way for the further development of the 
contradictions of commodity production When commod¬ 
ities are exchanged diiectly for each other a sale is at the 
same time a purchase Money makes it possible to separ¬ 
ate the sale from the purchase The commodity pioducer 
can sell his goods and for a time keep the money lealued. 
However, when many produceis try to sell without buying, 
this results in an obstruction in the maiket. Money thus 
already opens the way for crises, while the further devel¬ 
opment of commodity production and its transformation in¬ 
to capitalist production make crises inevitable. 

When the commodity owner has sold his commodity, 
he often puts aside the money he has received Money is 
the “universal representative of material wealth ” * In the 
capitalist world, money can be converted at any moment 


Marx, Capital, Vol. I, p. 109. 
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into any commodity. The difficulty is to convert the com¬ 
modity into money and not the money into a commodity. 
Therefore money is the best means of accumulation, or the 
means of amassing gieat wealth Under capitalism the 
passion for proht knows no bounds The thirst for enrich¬ 
ment acts as a spur towards the accumulation of the great¬ 
est possible amount of money. 

In its role as the means of amassing wealth, money 
must be money in the full sense of the woid For this it 
must possess value of its own, just as for the fulfilment 
ot its function as a measure of value At the same time 
it must always be present in its real aspect one cannot 
accumulate money which is meiely ideal, one can only ac¬ 
cumulate that money which really exists Thus it must 
also possess that propeity which it possesses m its func¬ 
tion of ciiculatmg medium 

In developed capitalist society a man who accumulates 
money meiely out of a passion for accumulation is laiely 
met with The man who hoards money or simply amasses 
wealth in its money form is characteristic of the earliest 
stages of capitalism. The capitalist entrepienour is no 
longer blinded by the golden glitter of money lie knows 
that in Older to increase his wealth he must extend his pio- 
duction, his turnover, he must extiact more unpaid labour 
fiom his workeis However, even modem capitalism (or 
the bank that serves it) must from time to time engage in 
the accumulation of money. To extend production it must 
have a definite sum of money which it must spend all at 
once In the com so of a ceitain time it accumulates this 
sum 

Moi cover, money functions also as a moans of pay¬ 
ment Selling and buying aie fiequontly accomplished on 
credit The puichasei buys a commodity and pays its price 
only after a fixed time This function of money icflects 
a fill ther wide development in exchange. The link between 
individual commodity producers becomes strongei Their 
interdependence inci eases Now the buyer becomes the 
debtor, the seller is transfoiTned into the creditor When 
the time approaches for payment the debtor must obtain 
the money regardless of all else He must sell his commod¬ 
ity so as to be able to pay his debt What will happen, if 
he cannot find a buyer and he cannot clear his debt‘s This 
will deal a blow not only to his own production, but also 
to the production of his creditor, who will not receive back 
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that which he gave on ciedit In this way the possibility 
of crises, which is alieady inherent in the function of mon¬ 
ey as a means ot circulation, becomes still moie acute 

The function of money as a means of payment intio- 
duces new conditions into the law which dctei mines the 
quantity of money needed foi cii dilation To those tiends 
which ensue fiom the function of money as the ciidilating 
medium arc added new tiends aiising from its function as 
a means of payment Foimeily, the iiiiantity of money 
needed to seive ioi cii dilation depended on the sum total 
of the pi ices of the goods in cnculation, and the iapidit> 
of the ciuicncy of the money Now the following now cii- 
cumstanccs aie added Fust of all, fiom the total pi ices 
of the commodities in circulation, it is necessaiy to sub- 
tiact the sum total of the puces of those commodities which 
aie sold on credit On the othci hand, we must add 
the sum total of the puces of those commodities which 
woie sold on ciedit but toi which payment is due Fui- 
theimoio, we must take into cognizance the sum total of 
the payments wdiich balance each othei because the sclleis 
and buyeis of the \aiious commodities aie inteiconnected 
Finally, money plays the pait of uniret sal moneii In 
the trade betw'cen individual states, gold is a commodity 
difTeimg fiom all othci commodities only in that it is ac¬ 
cepted by eveiyone Theiefoio the equilibiium in the tiadc 
between vaiious countiies is maintained by means of gold 
Let us suppose, for example, that England has cxpoited 
commodities to America to a gieater value than she has 
imported fiom Ameiica Then Amoiica must tiansfer a 
quantity of gold to England to compensate foi the differ¬ 
ence 

It IS ciistomaiy to replace gold by bits of paper which 
repiesent it If this paper money is issued in quantities 
not gieater than is necessaiy foi commodity cnculation, 
if it can be freely exchanged for gold, then its purchasing 
power IS stable Capitalist governments, howevei, often 
issue a greater amount of paper money to cover their needs, 
particularly during wars and all kinds of catastrophes. 
Then money is devaluated At the present time when capit¬ 
alism is experiencing the severest crisis, a number of bour¬ 
geois governments have taken this step. At first money 
was inflated in a number of secondary countries but soon 
the greatest capitalist governments, England and the 
U S.A. went the same way 
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The social connection between individual producers of 
capitalist commodity-producing society is veiled, befog- 
, , , ged This social connection is mani- 

The law of value- f^g^ed m the exchange of commodities, 
the law of motion commodity production labour ac- 
of capitalist com- ^alue Commodities 

modity pro uction exchanged according to their val¬ 
ue, i e, in accordance with the amount of the socially nec¬ 
essary abstract labour embodied (congealed) in them All 
the contimIK lions inheient in capitalist commodity pro¬ 
duction aie to be found m embryo in commodities, in their 
value, in the exchange of commodities 


“Maix, in his Capital, at fiist analyses the simplest, 
the most oi diiiaiy, fundamental and commonplace thing, 
a i elation that has a mass appeal ance and is to be ob- 
scived billions of times in bouigeois (commodity) so¬ 
ciety the exchange of commodities In that simple 
phenomenon (in that ‘cell’ of bouigeois society) the 
analysis rcncals all the contiadictions (i espectively the 
embiyos of contiadictions) ot modem society The 
subsequent exposition shows the development {both 
giowth and movement) of these contiadictions and of 
this society in the 2 of its paits, fiom beginning to 
end.” * ** '■ 


The law of value is the lair of motion of capitalist com¬ 
modity pioduction This motion appears in the form of 
a fuither development of the contiadictions, the geims of 
which are inheient in value These contradictions are 
manifested most sharply duiing crises Anarchy of pro¬ 
duction, chaiacteiistic of the capitalist commodity produc¬ 
ing system, appeals in its most naked foim during ciises 
The contempoi ai y capitalist crisis bears the most eloquent 
evidence of this Dining a crisis, the contiadictions be¬ 
tween the pioductive forces and the production relations, 
contradictions which draw capitalism towaids its inevit¬ 
able doom, stand out sharply 

With the historical development of commodity produc¬ 
tion and its transfoi mation into capitalist production, as 
capitalism develops further, the contradictions inherent m 
commodities and value grow and become more complex. 
The growth of the contradictions inherent in commodities 


• Greek lettei used in mathematics to indicate the term sum 

** Lenin, Marx-Engelb-Marxtsm, “On Dialectics,” p 209 
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reflects a gigantic historical stride of capitalist development. 

“Marx traced the development of capitalism from 
the first geims of commodity economy and simple ex¬ 
change, to its highest foims, to laige-scale produc¬ 
tion.” * 

Showing how Marx tiaces this great historical pro¬ 
cess of development, embracing many centuiies, Lenin also 
shows how the contradictions originate, the geims of which 
already exist in commodities 

“Wheie the bouigoois economists saw a relation of 
things (the exchange of one commodity for anothei) 
Marx levcaled a ielation betiveen men The exchange 
of commodities expi esses the connection between indiv¬ 
idual pioducei's by means of the market Money sig¬ 
nifies that this connection is becoming closei and closer, 
inseparably combining the entire economic life of the 
individual pioducers into one whole. Capital signifies 
a fuither development of this connection the labour 
power of man becomes a commodity. . 

“Capital, cieated by the labour of the woikoi, presses 
upon the workers, rums the petty owners and creates 
an aimy of unemployed. . . 

“By beating petty pioduction, capital loads to the 
increase of the productivity of labour and to the estab¬ 
lishment of a monopoly position for associations of the 
biggest capitalists Production itself becomes moie and 
more social, hundreds of thousands and millions of 
workeis are linked up in a systematic economic organ¬ 
ism, but the product of the collective laboui is appro¬ 
priated by a handful of capitalists Anarchy of pio¬ 
duction, crises, a furious hunt after markets, and the 
insecurity of existence foi the masses of the population, 
are on the increase ” 

The development of the contradictions of capitalism, 
at the same time, lays a basis foi the final triumph of the 
proletariat. 

“Capitalism has been victorious all ovei the world,” 
writes Lenin, “but this victory is only the eve of the 
victory of labour over capital.” '•** *** 

* Ibid, “The Three Souiccs and Three Component Paits of Marx¬ 
ism,” p 5“ 

** Ibid , pp '52-3 

*** Ibid , p 53 
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REVIEW QUESTIONS 

1 What IS the diffoit-nce betv\cen natuial pioduction and com¬ 
modity pioduction' 

2 What deteimine^ the \alue of a commodity' 

3 What labour is called socially necessaiy labour’ 

4 What is the diflciciice betwet ri concrete and abstiact labour ' 

5 What IS the role of the maikct in the commodity produc¬ 
tion system’ 

6 How does the law ot value act' 

7 How does capitalism differ from simple commodity produc¬ 
tion ' 

S Can commodity pioduction exist without money’ 



CHAPTER IV 

The Essence of Capitalist Exploitation 

The exploitation of the woiking class by the bow geoisie 
prevails in all capitalist countries. The woikmg class and 
the bourgeoisie—^these are the two bas- 
How the workers jc, classes facing oacli other in eveiy 
are exploit^ by capitalist country. We must study the 

capital. Labour conditions that make it possible foi the 

power^a com- bouigeoisie to appiopriate the liuits of 
‘ ^ the labour of the worker. We must 

understand the sccict of capitalist exploitation, which was 
revealed by the great teachei of the proletariat—Maix. 

What IS the secret of capitalist exploitation*^ How does 
it come about*!' What is the secret of the eniichment of the 
capitalists !* By what invisible chains is the woikei tctteied 
to his exploitei Why does one class gi o\\ rich on the im- 
po\ 01 ishment of the othoi 

Mai Xian theoiy gives a cleai and picciso answei to ev¬ 
eiy one of those questions The Maixian teachings exiilain 
to us the innei stiuctuie of the capitalist vioild, uncover 
all the innei spiings of its development and its inevitable 
collapse 

In a piovious chaptei wo have studied simple commod¬ 
ity production and its basic law —the lair of raliic Simple 
commodity production inevitably pioducos rapt fat I'^f ele¬ 
ments in its midst Simple commodity pioduction glows 
into, IS transfoimed into, capitalism The law of value is 
the law of the development of commodity pioduction This 
development leads to capitalism Togetliei with this de¬ 
velopment also grows the power of the elemental law of 
value 

What IS capitalism’ Lenin answers this question as 
follows 

“Capitalism is commodity production at the highest 
stage of development, when labour power itself becomes 
a commodity ” * 

Under commodity production things are produced not 
for immediate use but for exchange, for the market, for 

• Lenin, Imperialism, the Highest Stage of Capitalism, Chap IV, 
p 59, Mosqow, 1934 
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sale. The law of value governs production and exchange 
of commodities. Commodities are exchanged in accord¬ 
ance with their value, te, in accoi dance with the quantity 
of socially necessary laboui needed to pioduce them. 

Capitalism does not abolish commodity production and 
its laws. On the conti ary, under capitalism commodity pro¬ 
duction reaches its hiyhettt staqe of development Under 
capitalism the laws goveining commodity pioduction en- 
foi ce their rule to an even gi eater extent Hence the laws 
of capitalist production aie based upon the laws of com¬ 
modity pioduction and piimanly upon the law of value 

“(-apitalist pioduction is maiked tiom the outset by 
two peculiai tiaits,” says Maix “1) It pioduces its 
pioducts as commodities The fact that it produces 
commodities docs not distinguish it fiom other modes 
of pioduction its peculiai maik is that the pievailing 
and (leteimining chaiactei of its pioducts is that of 
being commodities This implies, in the fust place, 
that the laboui ei himself acts in the role of a sellei of 
commodities, as a fiee wage woikei, so that ^^agc lab¬ 
oui is the typical chaiactei of labour . 

“2) The other specific maik of the capitalist mode 
of pioduction IS the pioduction of siiiplus value as the 
cliicct aim and deteimining incentive of pioduction. 
Ca]iital pioduces essentially capital, and does so only 
to the extent that it pi oduces .sui plus value ” * 

The fiamewoik ol commoditv pioduction expands iiii- 
dei capitalism A nvir <oniniodifif appeals, which did not 
exist undei the svstem ol simple commodity pioduction— 
labou) pou'C) What soit of commodit\ is this‘s 
Maix answeis this question as lollovv's 

“By laboui power oi capacitv' foi labour is to be un- 
dci stood the aggiegatc of those mental and physical 
capabilities existing in a human being, which he exei- 
cises whenevei he pioduces use value of any desciip- 
tion ” * 

In other words, labour power is man’s capacity foi lab¬ 
our, his capacity for pioductivc activity 
Maix says. 

“The capitalist buvs labour power in oi der to use it; 
and labour powci in use is labour itself” '** *** 

* Marx, Capital, Vol III, pp 1025-26, Chailes H Ken & Co, 1909. 

Vol I, p 145 

*** Ibul 
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Under capitalism labour power becomes a commodity. 
But IS labour po\Nei always a commodity’^ By far not 
always, of couise Take the petty pioducei lie works on 
his own stiip ol land oi in his own woikshop himself lie 
sells his pioduce, but he does not sell his labour powei He 
uses his laboui powei himself It is cleai that he can do 
this only so long as he possesses his own stiip of land or 
workshop Take away his tools oi bench liom the artisan, 
take away the strip of land tiom the petty faimei—and 
they can no longei apply then labour pow'ei in their own 
undertaking 

What then lemains for them to do*^ In order not to 
staive they aie compelled to apply foi wmik to the capital¬ 
ist who ow'iis the factoiy, the land, the plant oi the lail- 
load But wdiat does hnmg out to a capitalist mean‘s 
It means—selling one’s laboui power. 

We thus see that definite conditions oi pieiequisites 
aie necessaiy foi the use of capitalism It is necessaiy for 
some membeis of society to have m then hands all the 
means of pioduction (oi sufficient money foi the purchase 
of these means) and on the other hand, it is necessary that 
theie should bo a class of people who are foicod to sell their 
laboui powx’i 

“The histoiical preiequisites to the genesis of capital 
are fiist, accumulation of a consideiable sum of mon¬ 
ey m the hands of indwiduals undoi conditions of a 
compaiatiyely high development of commodity produc¬ 
tion m general, and second, the existence of workers 
who are ‘free’ m a double sense of the term free 
fiom any constiaint or lestriction as legaids the sale 
of then laboui powei; free from the land or from the 
means of production m general, ic , of piopertyless 
woikers, or ‘proletailans,’ who cannot maintain their 
existence except by the sale of their labour power ” ■= 

Capitalism arises on the rums of the preceding social 
order—the landlord (feudal) economy. Capitalism grows 
on the soil of petty commodity produc- 
Primitive ^ tion Capitalism effects a radical trans- 

accumulation formation of the preyiously existing 

social lelations 

How did the capitalists really get rich? At the begin- 
•* Lenwi, Marx-Engels-Marxism, “Karl Marx,” p 18 
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ning of the capitalist eia, some thiee oi lour hundicd yeais 
ago, the then foiemost European countnes (Spam and 
Poitugal, Holland and England) had developed a wide ov- 
eiseas tiado Intiepid tiavellers discovcied loutes to the 
distant and iich countnes ol the East—India and China; 
Ameiica was discovcied The invention ot gunpowdei made 
it easy loi the Euiopoans to oveicomo the ri'sistance of the 
native populations ol these' countnes All Amenca was 
turned into .i senes of colonies Th^' lohbin^ ol the nch- 
est o\('iseas countnes was one of the mo'.t impoitant 
souices ol pninitivc accumulation of Euiopean lapital, es- 
peciallv Englisli Anothoi souiee was vai d’liong tlie coun¬ 
tnes of Euiope itsell, and the pillage ol the vanquished 
countnes Einallv the lohbing of tlie people (u their own 
coiintiv b\ means ol iisiiiv, lobbmg bv means ol ovciseas 
tiade at usuiious prues, and paith diiect lobbeiv (es- 
pocialfv pii.Kv) aie not the least impoitant methods em- 
plovc*d in th(' liistoiv ol the biith of capital 

But the accumulation of wealth is only hall the piob- 
leni the solution of which is necossaiv for the appealance 
of capitalist piodiution The second hall is the obtaining 
of a sullici'iit miinbei ol hve hands 

No man will jio to woik loi a capitalist so long as he 
has th(' iiossibilitv ol woikmg independentlv It is neces¬ 
sary to taK<' away the means of pioduction fiom the petty 
piodutei in oidei to comjiol him to take to the maikct all 
that lemaiiis to him—his laboui powei Anothei neces- 
sai\ condition toi w.ige laboui is that people must be per- 
sonalh free so that thev can move fieeh liom place 
to place, so that thev' can heelv dispose of then labour 
powei 

These conditions did not exist undei seifdom, which 
pievailed I'veivwheie in Emo[)e That is v\hv' capitalism 
dc'stiovs the pieviouslv^ existing sei tdom 

Blit it IS not enough loi the inteiosts of capital to fiee 
the peasant—ho must also be placed in a position wheic 
he IS comjielled to look foi iroth at the c'litcipiises of the 
capifathst Tiue, capital obtains a ceitain iiumboi ot wage 
labouieis fiom among the aitisans and handiciaftsmen it 
ruins, but this numbei is insullicient—new entei puses de¬ 
mand vast masses of woikeis Moicover, capital must al¬ 
ways have a leseive ot a ceitain numbei of woikeis, as 
we shall see later 

Hence, simultaneously with the “libeiation” of the peas- 
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Entry fi’om seifdom, anothei, no less important “liberation’^ 
IS effected. The peasant is “liberated” fiom the land on 
which ho woiked To the peasant is left (and geneially 
he must buy it, at that) only that portion of the land which 
fed him under the landloid Insufficiencv ot land diives 
the peasantiy into the claws ot capital “Ekcgss” labour 
leaves the village and constitutes the leseive army ot wage 
laboureis at the disposal of capitalist industry 

Thus piiniitivo accumulation creates the necetssa)y pte- 
i(‘(/uisifc\s foi the rise of capitalism It creates the nec- 
essaiy conditions without which caintalism cannot cMst. 
\\ e have alioady seen what these conditions aie The\ are, 
on the one hand, accumulation ot wealth in the hands of 
a small poition of society and, on the othei hand, the tians- 
toi illation ot a vast mass ol wmikeis into pioletaiians hav¬ 
ing no means ot pioduction and Iheiefoie compelled to 
sell then labour powei Piimituo accumulation thus ef¬ 
fects the scpaiation of the pioduio f lont hi'< means of pio- 
diictwn This scpaiation is biought about by the ci uellest 
methods of lobbeiv and plundei, muidei and violence Af- 
tei these conditions foi the use of capitalism have been 
cieated thc\ luithei entiench themsehes by the veiv pio- 
cess of capitalist pioduction When woikeis bend their 
backs at a capitalist lactoiv they multiply the wi'alth of 
then exploitei But the^ themseUes lemain the same dis¬ 
possessed pioletaiians compelled to sell then laboui iiowot. 


At fust capital omeiges in the foim ot mone\ Theie- 
loie monev ])la\s a piominent pait in the tiansition liom 
small-scale pioduction to caintalism 
7 he traiisfoi malum At a ceitaiil stagt' of the devc'Iop- 
of niorie^ into ment ol commodity pioduction money 
IS tiansfoimed into capital The form¬ 
ula foi commodity ciidilation used to be Ct (commodity) — 
M (monev)—C (commoditv ), / e , the sale of one commod¬ 
ity foi the pill chase of anothei The geneial foimula for 
capital IS the leveise of this, M—C—M, i c , buMiig foi the 
puipose of selling (at a piofit) 

What is the difference between these two foimulae’ 
The formula (’—M—C is chaiacteiistic of simple commod¬ 
ity pioduction Ileie one commodity is exchanged foi an¬ 
other Money seiwes only as a medium of exchange Here 
the purpose of the exchange is clear—the shoemakei, let 
us say, exchanges his boots for biead One use value is 
exchanged for anothei The commodity pioducei hands 
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ovei the commodity which he does not need and receives 
in exchange anothei commodity which he needs 

The toimiila for the cudilation of capital is of an en¬ 
tirely diffeieiit chaiactei The capitalist goes to the mar¬ 
ket in possession ot a ceitain sum of money The point of 
departure heie is not the commodity, but money With 
his money the capitalist buys ceitain commodities How¬ 
ever, the movement of capital does not end with this The 
commodity of the capitalist is conveited into money Thus 
the starting point and the rmishing point of the movement 
of capital coincide the capitalist had money in the begin¬ 
ning and ho has monev in the end Hut, as is well known, 
money is alwa\s the same, it does not difloi qualitatively, 
it diffeis onh quantitatuelv Monev i', unlike othei com¬ 
modities which aie distinguished bv then guvit qualitative 
diversiveness Thus the entiie movement ol capital would 
be quite absuid it at the end ol the movement the capital¬ 
ist had only as much as he had at lust The whole leason 
foi th(' existence of capital, the whole meaning ot its move¬ 
ment, is that at the end ot this movemcmt moie mone> is 
withdiawn fiom ciicillation than was put in at the be¬ 
ginning The goal ot capital is the exti action of piofit 
Its foimula IS not selling in oidei to buv again, as m the 
case ot the simple conunoditv pioducei, but buying in older 
to sell and extiact piofit 

But 111 what wav is this piofit obtained*^ If the capital¬ 
ist buys anv oidinaiv (ommoditv' with his money and then 
sells it .ibove cost pi ice, he eniiches himself, but onlv at 
the (’xiiense o( othei capitalists—eithei at the expense of 
those whom Ik* tucks bv buviiig the commodity and not 
paying its actual puce, oi at the expense ot those to whom 
he sells the commoditv loi moie than its puce, oi at the 
expense ol both But the caintalist class cannot piosper bv 
cheating itsell, by the mutual tiickeiy of the individual 
capitalists Then how is piolit obtained*^ Obviously, the 
capitalist who goes 1o the maiket with his money must find 
a commodity oi a special kind It must be a commodity that 
creates value while it is being used And under capitalist 
conditions theie is such a commoditv This commoditv is 
laboui power 

Under commoditv economy every commoditv is sold at 
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its vafue What does the woikei sell’ He sells his labour 
power, which is essential for the capit- 
Buyin^ and selling ahst to conduct his enlei prise, 
of labour power know that eveiy commodity 

and Its value value and that this value is de- 

lei mined by the labour time necessary to pioduce this com¬ 
modity What IS the laluc of that commodity which the 
woiker sells—the commodity, “labour poAvei”'^ 

It IS peifectly evident that a person can work only when 
he IS able to maintain his existence feeds and clothes him¬ 
self, and has a place to rest his head It is understood that 
a human being can peifoim w'oik only wdien he satishes 
his wants, at any late his most elemental needs If a work- 
ei IS hungiy, if he has no clothes, he becomes unlit for 
w'oik, he loses his labour iiow'or It can thoicfoio be con¬ 
sidered that the pioduction ol labour powei consists in the 
satisfaction of the most elemental needs of the woiker 
But we also know'^ that all those things winch go to sat¬ 
isfy the needs ol man (lood, clothing and sheltei) aie (otri- 
modities under capitalism and cannot be obtained fiee of 
chaige A definite quantity of laboiii is spent in pioduc- 
mg them and this deteimines then value Thus the \alue 
of the commodity called “labour power” is t'qual to the val¬ 
ue of those commoditiea the wovlcer must consuime m order 
to maintain his existence and that of his family, in oidei to 
lecuperate his laboui power and to secuie futuio labour 
pow ei foi the. capitalists 

“The value of labour pow'ci is detei mined by tlie val¬ 
ue of the necessaiies of life habitually required by the 
average labourer ” * 

But the value of these commodities depends on the lab¬ 
our necessary to produce them 

In other words, the value of the commodity called lab¬ 
our power IS determined by the quantity of labour neces¬ 
sary to produce this peculiar commodity, while this com¬ 
modity, as we have already said, consists of the food, 
clothing, etc, consumed by the worker. It is this value 
of the commodity called “labour power” that is paid for by 
the capitalist m the form of wages. 

The capitalist owns a plant: buildings in which there 

* Marx, Capital, Vol I, p "127 
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is machinery, warehouses in which there are raw material 
and fuel, all kinds of auxiliary material All this is dead 
without human labour Theiefore a capitalist hires work¬ 
ers With this he buys the last commodity necessary. Now 
everything is in order Production can begin The workers 
begin to work, the enterpiise is started, the machinery is 
in motion. 

Having hiied the labourer, bought his labour power for 
a definite time, the capitalist makes him work In this 
lies the entire puiport of his purchase of labour power. 

One must not confuse labour power with labour Labour 
power and labout at e not one and the same thing Labour 
is the creator of value, but it cannot itself become a com¬ 
modity The conimoditif is laboui powei 

Wo know that theie is a distinction between, say, a 
locomotive and the motion ot the locomotive The loco¬ 
motive may stand still at a station. In this case there is 
a locomotive but theie is no motion But the locomotive 
possesses the ability to move, when necessary it begins to 
move In the same way the labour power may lemain un¬ 
used, if its owner is unemployed, for instance But in¬ 
asmuch as the unomployed worker still has labour power, 
provided he has not fallen ill or does not drop from hunger, 
he may at a suitable moment begin to work just as the 
locomotue may begin to move after a long stop. 

The price of a commodity, as we have alieady seen in 
a previous chapter, may be above or below its value How¬ 
ever, unlike most other commodities, with lespect to lab¬ 
our power there is always a tendency for the pi ice to stay 
below its value This means that the worker does not get 
a sufficiency of the means of subsistence necessary to cover 
all his wants If we say that the value of labour power is 
determined by the value of the means of subsistence neces¬ 
sary to maintain the existence of the worker, we do not at 
all mean to assert that the worker always receives for his 
labour power its full value On the contraiy, in the vast 
majority of cases he is compelled to sell his labour powei at 
a price below its value However, even when the worker 
receives the full value of his labour power, the capitalist 
gets surplus value from production and this serves as a 
source of enrichment to him. 

We have already seen how commodities are exchanged 
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at their value Now let us see how the value created by 
some people goes into the pockets of 

Whal is» the boitiee 

9^****'*^*'**'* Staitiiig in business thn capitalist 
P*"” ® * pui chases ev ei ything noccsaai v for pi o- 

duction inachinerj, law matei lal, luel lie also buys the 
necessaiy laboui powei by lining woikeis Pioductioii 
begins at the tactoiy luel is buined, the niachineu opei- 
ates, the woikeis laboui, the law niateiial is tiansloimed 
into commodities When the commoditKvs aie leady, they 
aie sold and with the money obtained tlu' capitalist can b('- 
gin the cycle all ovei again 

What IS the value ol the commodities thus produced 
Then value consists. Inst ot all, in the cost ot the commod¬ 
ities spent in then pioduction the v\eai and teai ot mach¬ 
inery, the luel consumed, and the law matciial used up 
Let us assume that the value ol all this v\as .3,000 houis 
of laboui Then a new value enteis, cieatod by the woikeis 
at the paiticulai factoiy Let us assume that 20 men woik- 
ed 10 houis a day each for 5 days It is easy to see that 
by this they have cioatcd a value ot 1,000 houis ol laboui 
Thus the lull value ol the new' commodity which the cap¬ 
italist has IS o,000 1-1,000—4,000 houis ol laboui 

The (jiiestion now aiiscs, what did this cost the capit¬ 
alist himscll*^ It IS quite evident that for the weai and 
teai ol niachmeiy, foi the luel buined and for the raw 
mateiial, the capitalist had to pay then lull value, i e , a 
sum of money equivalent to .3,000 houis ol laboui But m 
addition to this .5,000 houis of labour, 1,000 houis of lab¬ 
oui spent by the wage woikeis also cnteied into the value 
of the new commoclity' Did the capitalist also p. y out 
to his 'workers tne equivalent of 1,000 houis of laboui'^ 
Hcieiii lies tne solution of the wliok' s(‘ci('t of capitalist 
exploitation 

The capitalist pays the 20 w'oikeis tlu* value of their 
lulioui j}ov cj foi .5 clays That is, ho p.o.s them a sum 
sufficient to piocluce their laboui powei loi .1 days It is 
easy to understand that this sum amounts to loss than 
1,000 hours The amount of laboui the wunkci spends at 
the factory is, of course, one thing, while the vaUu* of the 
commodities needed to maintain his capacity to uoik is 
quite another. 


the value of labour power and the value which. 
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tliat laboul jjowor tioates in the labour piocess aie two 
entiiely dilleiont magnitudes,” * says Marx. 

To K'tuiii to oui example, we may assume that the 
value ol the laboin powei of one woikei amounts to o 
hours of laboui Then the capitalist wall pay his woikeis 
a sum ol monov equivalent to 500 hours of laboui 

Let us now total up The capitalist’s expendituies 
then «imourit to .‘>,000 | 500 Wi,500 houis ol laboui Hut 
the value ol the commodities, as wo have seen, was ‘>,000 
1-1,000 1,000 houis of laboui 


Whole does the capitalist’s piolit corn-' liom’ It is 
now easy to .iiisw'ei this question The pii)(n is the liuit 
I..I_j ol the unpaid laboui of the woikeis 

Siiinlus vnW * pioht IS the fiuit ol the addition- 

suipius value labour 

ol the woikeis, who dining 5 houis ol the day pioduce a 
value eiiiial to then wages and duiing the othei 5 hoius 
pioduce s/np///,s ralue whuh goes into the pockets of the 
capitalist Tlu' unpaid poitioii of laboui is the souice of 
suiplus value, tlu' souico ol all piofit, all uncained incle¬ 
ment 


“The wage labouioi sells his laboui iiowoi to the 
ownei ot land, ol lactones and instiuments ol laboui 
The vvoikei uses one jiait ol the laboui day to cover 
the expondituie toi the maintenaiue ot himsell and 
his familv (wages), and the othei pait ol the dav' he 
toils without lemuneiatioii and iieates sin p/us laliie 
loi the capitalist which is the souice ol pioht, the 
souice ol vv'calth ot the caiiitahst class 

‘‘The doctiine ol suiplus value is the coinei-stone of 
tJie economic theoiv ot Maix ” 


The Mai Xian doctiine ol suiplus value discloses the 
seciet of cajiitalist exploitation That is vvhv* this tc'ach- 
ing is an invaluable weapon in the hands ol the proletaiiat 
sti uggling loi the desli uction of capitalism, loi the ciea- 
tioii of tlu' new communist societv That is whv the boui- 
geoisie and its ‘‘Icxiined” himchmen lage against the ]\Iai x- 
lan doctiine of suiplus value That is vvhv thev aie con- 
tinuallv tiving to ‘‘ielute” and to ‘‘destiov” this teaching 
The Mai Xian doctiine ot suiplus value is based, as we 


* I hid , )) 171 

Lc'iiin, .!/(/».-/<;»(;< “The Thioe Souicos and Thiee 

Component Paits of Maixism,” pp 
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have seen, on his teaching of value. That is why it is im¬ 
portant to keep the Marxian teaching of value free from 
all distoition, because the theoiy of exploitation is built on 
it 

We can now sum up our investigation of the sources 
of enrichment foi the capitalists This summaiy can best 
be made by citing the concise and cleai exposition of the 
teaching on siiiplus value which we find in the woiks of 
Lenin 

“Surplus value cannot aiise out of the ciidilation of 
commodities, for this lepiesents only the exchange of 
equivalents, it cannot arise out of an advance in pnee, 
for the mutual losses and gams of buv^eis and selleis 
would equalue one anothei; and vv^hat we aie conceined 
with heie is not the individual but the mass, aveiage, 
social phenomenon In oidei that he may be able to 
receive suiplus v’aluc, ‘Moneybags must . find . in 
the market a commodity whose use value possesses the 
peculiar piopeity of being a source of value’ *—a com¬ 
modity, the actual piocess of whose use is at the same 
time the piocess of the cieation of value Such a com¬ 
modity exists It IS human laboui jiovvei Its use is 
laboui, and labour cieates value The ovvnei of money 
buys laboui powei at its value, which is detei mined, like 
the value of eveiy othei commodity, by the socially iiec- 
cssaiy laboui time requisite for its pioduction (that 
IS to say, the cost of maintaining the worker and his 
family) Having bought labour povvci, the ownei of 
money is entitled to use it, that is, to set it to woik for 
the whole clay, twelve hours, let us suppose Mean- 
wdiile m the couise of six hours (‘necessaiy’ labour 
time) the labourei produces sufficient to pay back the 
cost of his ovvm maintenance, and in the couise of the 
next SIX houis (‘suiplus’ labour time) ho produces a 
‘surplus’ pioduct oi surplus value, for which the cap¬ 
italist does not pay him ” * ■ 

In ancient times, when people had not yet cmeiged fiom 
a state ot savagely^ piimitive man spent all his strength 
and eneigy to obtain the baie necessities of life. The sav¬ 
age lust managed to keep himself fiom dying of hunger 
by means of the things his labour brought him 

When primitive man struggled against hunger with 
*Maiy, CnmUih Vol I, p I'i? 

**T.<nin, M(nx-E?iijeh-Ma7jri', i, “Karl Marx,” pp 17-18 
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difficulty thei e could be no i>ocml inequality among people, 
as thcie is none, say, among animals. The introduction of 
suiplus labour cieatcs the possibility for the use of in¬ 
equality, the possibility of the exploitation of man by man. 
The suiplus labour of some people goes foi the benefit of 
otheis the product of this suiplus laboui tails into the 
hands ol the highei class in society' which exploits the low- 
ei classes 

Such a situation poisists up to and including the cap¬ 
italist eia Tiuo, the toims ot exploitation change Ex¬ 
ploitation has diffoient aspects in the slaveholding, feudal 
and capitalist systems, but in ossen(e it lemains the same 
It consists of the appiopriation of the suiplus labour of the 
entile socieU' b\ the i tiling class 

“The essential dilleience between the vaiious econo¬ 
mic foims ol society, between, toi instance, a society 
based on slave laboui, and one based on wage labour, 
lies only in the mode in which this surplus laboui is in 
each case extiacted fiom the actual pioducei, the lab¬ 
oui ei ” * 

Capital did not iment suiplus labour, Maix pointed out. 
Eveiywheie, wheievei society consists of exploiters and 
exploited, the i tiling class cxtiacts surplus laboui from the 
vast masses of the toiling and exploited population Under 
capitalism, how'evei, the thiist foi suiplus labour assumes 
a moie insatiable chaiactoi than tindei any previous form 
oi class society 

Under slaveiy and serfdom, while natuial pioduction 
piedominated, theie weie definite limits to the amount of 
surplus labour appiopnated The slaveholder or feudal 
lore! squeezed as much laboui out of the masses exploited 
by them as wtis necessaiy to satisfy their needs or desires. 
Under capitalism, on the contiaiv, there aic no limits to 
the thiist for surjilus laboui The surplus labour which 
the capitalist squeezes out of the ivorker is transformed 
into ringing coins, which can again be set to work as new, 
supplementary capital, bringing nev/ surplus value. The 
capitalist method of production is distinguished by its in¬ 
satiable thirst for surplus laboui Under capitalism the 
tendency to increase the exploitation of the w'orker knows 
no bounds. The capitalists neglect no means to increase the 
exploitation of then wage slaves 


Mai \. Capital, Vol I, p 200 
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It IS poifectly tloar that with the dostiuction ot the 
capitalist system, \\ith the abolition ot capitalist exploita¬ 
tion, the extiactioii of siiipliis laboiii liom the woikeis for 
the benefit of the uipitalibt stops An end is put to the 
division of the ^\()lklng day into netcssaiv and suiplus 
hours, in the sense m whith it is duided iindei the dom¬ 
ination of capital. Heio is ^^hat Maix suas about this 

“Only b\ suppiossing the capitalist loini of piodiic- 
tion could the length of the woiking dav be i educed lo 
the necessaiy laboui time Rut, <?\o\\ m that case, the 
lattei would extend its limits On the one hand, b('- 
cause the notion oi ‘mc'ans ot subsistence’ would coii- 
sideiably expand, and the labouiei would lay claim to 
an altogethei difteient standaid of life On the otliei 
hand, because a iiait of what is now sui jilus laboui 
w’ould then count as necessaiy laboui 1 mean the lab¬ 
oui of foimmg a tuncl foi leseive and accumulation 
(a leseice of the means of pioduction and subsistence 
which will peimit ot the (*\pansion of industn and lec- 
ompense (oi possible losses, among othcis, those* due to 
accidents) ’’ 

These woids of Maix gne the key to an undeistanding 
of the state ot things m the socialist economy ot the 
USSR whole exploitation of the woikeis no longei ex¬ 
ists 

In the socialist enteipuses of the II S S 11 loi the Inst 
time 111 histoiy, class exploitation has bec'ii tom up by the 
loots In SoNiet entei pi ises Ihcno aio no tw’o classes with 
opposing mteiests, as theie aie in capitalist entei puses 
The entei puses aie the piopoitv of tlie f^oxiet slate*, of 
the pioletaiian dictatoiship The class owming the' plants 
and factoiios, and the class laboui mg at these c-ntc*! pi uses 
IS one and the same clas.s T^ndei So\ic^t conditions the 
woiker does not sell his laboui powei to a repi oscmlatu o 
of an alien and hostile class Theie is not and theic* ^.an- 
not bo anv piodnclion of sniphis \alno in the socialist 
economy of the U S S R The c*xcess cic'aled by the lalioui 
of the woikci o\er and above his cainmgs goes to cover 
the collective icquiiements of that same woiking class and 
its dictatorship foi the geneial needs of the countiv, for 
socialist accumulation, for defence roqnn emonts, etc 

The inventions of the Trotskyists to the effect that the 

*Jbid, pp 539-40 
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Hidustnos of the USSR presumably aic state capitalist 
aiul not socialist are theiefoie nothin}? but malicious coun- 
tei-ievolutionaly slanders With these slandeis Trotsky¬ 
ism tiu's to cover up its tiaitoious attempts to undeimine 
the woik oL socialist constiuction in the USSR 


We lia\e analysed the pioduction of sin plus \alue We 
haw studied the d\namics of the appiopi lation of the un- 
„ , paid l.iboui (d woikeis b\ the capital- 

^ hal eapilal. souice 

ot unoaineil inclement foi the capitalists is tlie laboui of 
th(> inok'taiians Now let us take a closei look at the in- 
MSible loice which compels millions ol peoiile to submit lo 
the capiices ot a h mdlul of capitalists W'^e must moio 
closely examine the powen* of cajntal anahse what capital is 
The exploit.ition of the woikeis bv the capitalists is 
possible oni\ because, undei capitalism, all w’oalth is con- 
centiatcd in the hands ot the boui };cm)isi(‘ Tiic capitalists 
own all the means ot pioduction ami existence, the woikeis 
ha\o neither the one noi the othei The boingcoisie has 
nionopoliyed (that is, taken exclusue possession ot) all the 
wealth of society 


“The chaiactcnistic ieatuiesol capitalist society which 
aiose on the basis ol commodit\ pioduction aie the mon¬ 
opoly ot the moat impoitant and \ital means ol pioduc¬ 
tion b> the capitalist class and big landloids, the ex¬ 
ploitation of the wage labour of the pioletaiiat which, 
being depiivod ot the moans ot pioduction, is conipi'llocl 
to sell its laboui pow’oi . the pioduction of commodities 
foi piofit and, linked up with all this, the planless and 
anal chic chaiactei of the piocess ol pioiluction as a 
wdiole ” 


This IS how' the capitalist s\stom is chaiacteii/ed in 
The Piorpunimc of the Commumat Intcivatwnal 

Undei capitalism the proletariat is depined of the 
ricuns ol pioduction By means ot production we undei- 
stand those things that aie ol pi line necc'ssitv loi man lo 
woik w itli It IS cxisv to note tliat the nicxins ol pi odiiction 
consist of seveial most important parts These aie, fust 
of all, the instiioucnts of laboui, fiom the cobblei s simiile 
awd to the most complex and intricate machines in moiloi n 
plants and lactones Further there is the tan mafoial 


* The P70(pavuin of the Comuniiiist IntenmtiovnI, p 1 Modom 
Books, Ltd , I ondoii, l')29 
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which must bo used The raw material for boots is leath¬ 
er; for the smeltingr of iron, non oi*e is the raw mateiial; 
lor the weaving ot calico, cotton is the raw mateiial. Fin¬ 
ally, theie aie a number of accessoiy materials needed for 
work, such as oil, sand, lime, etc 

The lot of these difterent elements of the means of pro¬ 
duction in woik IS not the same. The instruments of lab- 
oui last a long time In a textile mill the same looms will 
weave many pieces of fabiic. The mateiials used have 
quite a different fate The raw material disappeais in the 
process of pioduction—it is tiansfoimed into an entirely 
new product The leathei in the hands of the cobbler be 
comes boots, cloth in the hands of the tailor becomes a suit, 
01 e at a metalluigical plant is made into iron; the acces¬ 
sory mateiials are also completely used up in the piocess 
of work fuel vanishes in heating the factory boilers, oil 
disappeais in the machineiy 

IJnder capitalism these means of pioduction, without 
which no woik is possible, are in the hands of the boui- 
geoisic This gives the bouigeoisie tremendous powei o\er 
society In the hands of the bourgeoisie the means of pio¬ 
duction become means of exploitation because they aio 
concentiated in compaiatively few hands while the vast 
mass of the population is depnved of them and must theie- 
fore sell its labour powei 

Capital IS not a thing, but a definite social iclatwr, 
said Maix Things—means of pioduction and all other 
kinds of commodities—in the hands of the bouigeoisio in 
themselves aie not capital Only a definite social system 
makes these things into means of exploitation, conveiis 
them into carriers of that social ielation which wc call cap¬ 
ital Capital IS “a special, histoiically definite, social pio¬ 
duction 1 elation ” {Lenin ) 

It IS the social ielation betw'een the class that owns the 
means of production and the class which, depiived of the 
means of pioduction, is theiefore compelled to undergo ex¬ 
ploitation Since in capitalist society the means of produc¬ 
tion aie bought and sold, they are commodities. And as 
commodities they have value and can be converted into 
money {i e., sold) , on the othei hand, for money one can 
always obtain means of production (purchase them). 
Hence, to put it differently, cwpitaJ, can be defined as a val¬ 
ue which brings surplus value (by squeezing it out of wage 
labour)* But value is nothing but crystallized labour. Val- 
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tie IS the result of labour Value is expended, dead labour. 
That IS why Maix says that “capital is dead laboui, that, 
vampiie like, only lives by sucking livini>: laboui and li\es 
the moie the moio laboui it sucks up ” “ 


In oidei to uiidei stand capitalist exploitation fully, it 
IS netessaiy to distinguish between constant and vaiiable 


Constant and 
\arial)l(' eapital 


capital 

We have alioad\ seen that the full 
\aliie ()1 a commodity includes the val¬ 


ue of the law mateiial and luol used as w’ell as a pait of 
the value of the machmeiv, etc The quantity of the value 
does not change as much value is caiiiod ovei into the 
new commodity as lepieseiits the oriKUial value of this pait 
of capital used Ihmce we call this pait of capital—fac¬ 
tory buildings and machineiy, law’^ mateiial and fuel — 
con'^tant capital 

But wo also know tint anolhei veiy impoitant element 
enteis into the value ol the new’ camimoditv—the value pio- 
duced l)\ th(' woikois at the factoiv It theie aie 100 


workiMs , t an enteipiise woiking 10 houis a dav each, md 
an hoiu\ woik has a value of, sav, ">0 cents, then the entire 
new v.ilue iiiodiueil by tlumi each d.iv is eipial to S")00 

We alieadv Know that tlie wages which the woikcis 
receive aie less than the new value which they pioduco 
The si/e of the wages coiicsponds only to that pait ol the 
newly ciealed value wdiich is lopicsentc^d by the laboui nec- 
e&saiy to maintain the w’oikeis, while the additional lab¬ 
our pioduccs suiplus value which goes into the pockets 
of the capitalist 

It the nc'ccssai V laboui amounts to o liouis a dav, then 


the capitalist ])avs $2 jO a dav’ to the vvoikci, or .$ 2.">0 to ihe 
100 woikeis Thus the pait of the capital which the cap¬ 
italist used to ]nii chase laboui power amounts to $2")0, 
while the value cieated by that laboui powoi amounts to 
$500 We thus see that pait of the capital has been doub¬ 
led in the pioccss of pioduction, doubled, of coinse, not bv'^ 
itself, but because of the appiopriatiou of the unpaid sur¬ 
plus laboui of the vvoikers Hence we call the pait of ihe 
capital used foi the purchase of labour power (ip. for the 
payment of wages to the workeis) variable capital 


For the capitalist there is another distinction in capital 
He keeps close track of that pait of his capital which has 


Marx, Capital, Vol I, p 216. 
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a quick tuinovel, distinguishing it fiom that pait which 
turns ovei slowly The capitalist calls the factoiy build¬ 
ings and machineiy, which last foi a long time, his fixed 
capital on the othei hand, he calls that pait ot his cap¬ 
ital which has a quick tin novel* his working capital The 
latter includes the capital which is expended loi law inat- 
eiial, fuel and wages foi the woikers 

In the piocess ot pioduction, and consequently of cir¬ 
culation also, those piutions of capital play dilteient parts. 
Thev last loi diHoient peiiods ot time The buildings of 
a factoiv can stand up loi. sav, fifty veais Consequently, 
onh one littietli part ol the value of those buildings will 
be incoi poialod in the value of the annual pioduction The 
entno value expended b\ the capitalist on those buildings 
1 etui ns to him onh in the couise ol fifti yeais A mach¬ 
ine will woik loi. sav, littoen voais Then its value le- 
tuiiis to the capitalist in the piico of the linished commod¬ 
ities onlv 111 hlteen veais. in each one ol these filteeii veais 
the capitalist leceives. tinough the sale ol his commodities, 
onlv ono-fifteenth ol the value ol the machim’ On llio 
othei hand, the i.iw niatmial and the liu'l is enliieh (on- 
sunied in tlie manulaituie ot the commoditv ll tlu' manu- 
lactuiei has coin cm ted a thousand bales of loltoii into a 
finislKMl pioduct and has then sold his commoditv, the eii- 
tiK' expense toi lavv mateiial is uduined to him at once 
and in full The same is tiiu of laboui powei 

The division ot cajntal into constant and vaiiable cap¬ 
ital does not coincide with its div'ision into fixed and woiIc¬ 
ing capital 

(’onstaiit capital includes fixed capital and in addition 
that part of the woiking capital which goes foi i.ivv mat- 
eiial, fuel and auxiliaiv* matei lals In genmal, (onstant 
capital goes foi the pin chase of expended (oi. as it is call¬ 
ed, dead) laboui necessaiv foi pioduction On the other 
hand vai lable capital is used onlv foi vv'ages to the woikeis. 

Thes(’ two methods of dividingcapital can bo illustrated 
as follows 

Division Accontinij to 

Division According to Part of Capital Role in the Process 
Rate of Tumoi er of Exploitation 

(Factoiy 

Fixed capital ■{ buildings \ 

I Machinery 'j Constant capital 

1 Raw matei lals, fuel, 

Woiking capital ■{ auxiliary material 

1. Wages 


Vanablo capital 
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It IS voiy impoitant to distinguish these two methods 
of dividing capital The division into constant and variable 
capital shows at once what the tiue and only souice of 
suipliis value is The division into fixed and woiking cap¬ 
ital contuses the leal cieatoi ot suiplus value—labour— 
with othei elements which add no new ' alue Thus the 
method ol dividing capital which is customary in capital¬ 
ist piactice masks, belogs the essence ol r apitalisl exploita¬ 
tion 


Kate of 
value 


In oil! example the woiUeis pioduce woilh of 

new valiu' <i dav and i<(('ive in the foim of wages only 
It IS ev idoiiL that the othei .fjrjU 
I’**" aie appionnat d b\ capital in the 
loim ol sui plus value 
It IS veiv impellant to know what pait ot tin laboiii ot 
the woiki'i to the pocKtds ol tin* lapitalist Then we 
shall havi' a definite iin*asiiie to sliow the degice of ca])- 
italist exploitation 

Such a ciiteiioii is tlu' i(if( oi > filar Bv the 

late ot suiplus value we nnsin the latio ot suiplus value 
to v’aii.ibh' capital, oi, in othei woids, tin* latio oi unpaid 
laboui to iieci'ssaiv laboui In oiii ex.imple. tin* late ot 
suiplus value' will have the loliovvin>* .ippeaiance 


.SJ')0 suiplus v alue 
vaiiable c.ipitai 


loo poi cent 


It the late of suiplus value' is equal to 100 pel cent, it 
means th.it the' woikei s laboui is c'qu.illv divided into 
necc'ssaiv and suiplus laboui, that suiplus v.ilue is equal 
in magnitude to vaiiable capital, that the woikei is paid 
for only half his laboui and that the othei halt is appiopii- 
ated hv the caintalist 


It is pel feetU evident that eveiv capitalist tiies to get 
as much suiiilus value as ho po.ssiblv can How does he 
achieve his puipo,so‘’ 

Two methods ot simplest wa\ would be to hue 

ZISus'vah... TuuV" '""'''''“i"' 

• H 100 vvoikeis pioduce suiplus value 

amounting to 200 will net the capitalist $500 But 

to double pioductioii additional capital is necessaiv If the 
capitalist has such additional money, or means in geiieial, 
he will natuially do so This is vciy clcai and simple 
The question is, how ewer, how to inciease suipius value 
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Without inci easing the amount of capital outlay Ileie the 
capitalist has two wavs 

Wo have seen that the woiking day consists ol two 
parts—paid, necessaiy laboui and unpaul, suiplus labour. 
Let us assume that the woiking day is 12 houis, ot which 
6 houis are the paid pait, and of which the other 6 houis 
consist of suiplus labour. Let us lepiesent this w'oiking 
day b> a line duided into 12 paits, e\eiy dixision lepre- 
senting an houi, thus 

12 hours 

6 houis 


Nccpssdiy laboui 

I'nder these ciicumstantes, the capitalist can inciease 
the amount of suiplus \alue he iecei\es b> Iok/I livning 
the troth 17UJ da If Since necessaiy laboui lemains unchang¬ 
ed, the part falling to suiplus labour will bo gieatei Let 
us assume that the woiking day has been me leased to 11 
houis Thus w'o shall get the following pictuu' 

11 hours 


SuI ply's Liboui 

In this case w'o ha\e an inciease in the ah'iolafr surplus 
value the volume of surplus value incieases because of an 
ahaolnte inciease ot the w'orking day as a whole 

Theie is also another way of increasing the amount of 
suiplus value What will our working day look like if the 
capitalist hnds some way of reducing the amount of nec¬ 
essary laboui It is easy to answer this Let us assume 
that the necessaiy labour has been reduced to 4 hours. 
Then the v\oiking day will look like this 

12 hours 

-[-■-■-'-'-'-'-'-I 

8 hours 

!—!—I—1—I-' 

Surplus labour 


^ 4 hours 

Necessary labour 


6 hours 


Nccessaiv laboui 


6 houis 


Suijilus liiboui 
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In this case we have an increase of the relative surplus 
value the volume of surplus value increases exclusively 
by changing the ratio of necessary to surplus labour while 
the working day as a whole remains unchanged Formerly 
we had the ratio 6 6, and now we have 4 8—a result of 
reducing the necessaiy labour time 

But how IS this 1 eduction of necessary labour time ach¬ 
ieved 

The development of technical improvements leads to 
enhanced labour productu ity Less labour is expended on 
the production of the means of subsistence of the worker. 
The value of these means is reduced. By the same token, 
the value of labour power is reduced, decreasing the amount 
of necessary labour and increasing the relative amount 
of surplus value 

In order to i educe the amount of necessary labour the 
capitalist employs the wives and children of the woikers 
Then the entire family receives in wages approximately as 
much as was previously leceived only by the head of the 
family When, with inci eased technical development, the 
role of the workei is i educed to watching the machine and 
performing merely \eiv simple operations, male laboui can 
very well be replaced by childien or women The capit¬ 
alists prefer this kind of laboui because it is cheapei a 
woman woikei is generally paid only half as much as a 
man whose place she takes, the pay foi the work of chil- 
dien IS even le.ss 

The following method of augmenting the relatue sur¬ 
plus value should be especially noted Eveiy capitalist 
. _ ^ ti les in all ways to increase his pi ofits. 

Excess For this purpose he mtioduces all kinds 

siirp uh va ue impi ovements W'hich lower the cost 

of pioduction For this pui'pose he buys new machinery, in¬ 
troduces new technique to increase the pioductivity of lab¬ 
our So long as these technical innovations introduced by 
the capitalist lemaiii unknown to othei enterprises of the 
same field he icceives super-profits, excess surplus value 
The commodities cost him less, vvheieas he sells them at 
the same pi ice as bcfoie oi only slightly under this price 

An individual cnterpiise usually keeps such an advan¬ 
tage for only a very shoil time Other enterprises also 
introduce technical impi ovements Since the value of 
commodities is determined by the average socially neces¬ 
sary labour contained in them, the general introduction of 
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technical improvements leads to a fall in the value of each 
commodity unit and thus the individual enterprise is de¬ 
prived of its special ad\ antage 

Under capitalism, the mam diiving force of technical 
piogiess IS the possibility ot getting supei-piofits The 
race foi excess sutplus \alue piodiices an inciease in rel¬ 
ative surplus value, as it brings about a ieduction in the 
amount of laboui needed to piodiice the vvoikeis’ means 
ot subsistence. Excess sin plus value is only another fomi 
of relative surplus value 


It IS pertectl> clear that for the capitalist, the simplest 
wav to augment his piohts is to inciease absolute surplus 
value No new technical improvements 
The struggle needed foi this, it is only necessary 

lengthen the working day And, m 
" ■ fact, the capitalists always tr> to ex¬ 

tend the w'oikmg dav to the utmost If they could do so, 
they w’ould make the woikei laboui moie than twenty- 
four houis a day Lengthening of the working day, how¬ 
ever, has its natuial physical limits Moievci, this incuis 
the ever more deteimined opposition of the workers That 
is whv the capitalists cannot limit themselves to attempts 
at incieasing absolute surplus value Togethoi with this 
they also struggle for relative surplus value, which pio- 
mises them unlimited possibilities 

At the dawn of the capitalist eia an extiemelv long 
wmiking day prevailed in all countiies Technical develop¬ 
ment w'as still weak, and, mo.st impoitant ot all, the work¬ 
ing class was scattered and not prepared for battle, hence 
the pioduction of absolute suiplus value piedominated ev¬ 
erywhere. 


In some cases the working dav consisted of almost th(‘ 
entire tw'enty-four horns The w'orker only got a lew houis 
for sleep, the rest of the time belonged to the capitalist 
It is easy to imagine what an effect such muideioiis ex¬ 
ploitation had upon the life of the workeis 

A long working day is still common in many counti les 
In China, for instance, the working day in many factories 
IS sixteen to eighteen hours long, cyen in undeigiound 
wmrk, in the coal mines, the working day is as exorbitantly 
long And such a long wmrkmg day prevails not only foi 
men but also for women and young children. 

In capitalist society, says Marx, the free time of one 
class IS obtained by tuniing the entii'e life of the masses 
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into working time. 

As soon as the proletaiian begins to struggle for bet¬ 
ter conditions he advances the demand foi limiting the 
working day as one of his hrst demands. Laws limiting 
child labour and the length of the working day appeared 
in the older capitalist countries (in England and then in 
France) only in the forties of the last century Labour 
legislation everywhere appeared only aftei the severest 
struggles on the part of the working class The bouigeois 
goveinment, defending the interests of its capitalist clash 
as a whole, consents to the enactment of such laws only 
under piessuie of the laboui movement on the one hand 
and horn consideiation of the necessity of preserving the 
lives of the woiking population on the othei hand, as with¬ 
out woikeis theie would be no piofits for the capitalists 

In most of the highly developed countries the ten-houi 
day pi evaded piioi to the World War; the woiking day was 
shoitei only in some cases of underground woik (in coal 
and metal mines) Theic weio some limitations of child 
labour and the woik of women (the limitation of night 
woik) 

Aftei the World Wai, when the sweep of the labour 
movement thieatened the veiy existence of capitalism, the 
bouigeoisie in man> countiies made concessions In 1919 a 
special pioposal was even diawn up in Washington to in¬ 
ti oduce the eight-houi day on a woild scale, but nothing 
came of this In the following years, w^hen capital took 
the odensne, most of the concessions weie withdiawn A 
genei al onslaught against the eight-hour dav w'as made bv 
the capitalists eveivwheie and in most countiies the eight- 
houi d<iv does not exist any longei 


One of the favouiite methods of squeezing moie sui- 
plus value out of the woikeis is by increasing the intensity 
_ , of laboui It can be ai i anged that the 

Iiiteiibitv of labour ^ labour, spend 

nioie eneigy in the same inteiwal of time In such a case 
he will pi oduce moie value, hence the surplus value fall¬ 
ing to the capitalist will also mciease 

With machineiy the intensity of labour is often in- 
cieased by speeding up the machine The worker must 
make an effort to keep up wnth the machine If he fails 
to do so he loses his lob In other cases the capitalists try 
to get the workers to work moie and more intensively by 
means of special methods of payment 
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Excessive intensity of labour is just as iniurious to the 
health and life of the worker as an excessively long work¬ 
ing day When the length of the working day is limited 
by law, the capitalists find a “way out” for themselves by 
an unlimited increase m the intensity of labour In most 
capitalist enterprises the intensity of labour is so gieat 
that the woiker prematurely loses his ability to work, ages 
too soon, IS subiect to various diseases For the capital¬ 
ists, intensification of labour is a well-tried method of aug¬ 
menting the exploitation of the worker, of increasing the 
degree of his enslavement. 

At the piesent time the decaying capitalist system, find¬ 
ing itself in the grip of a severe and piotracted crisis, 
. manifests itself as the foe of technical 

Capitalism and progiess The capitalists and their 
technical de- leained servants often tiy to lepre- 

ve opment machinery as being the cause of 

all the trouble Too many machines, they say, too many 
steel monsteis robbing honest people ot work Too many 
products produced by these machines, which then find no 
market. The workers know, however, that it is not the 
machine in itself which brings unemployment, crises, etc. 
The reason for these evils is the capitalist system with its 
deep-looted contradictions It is not the machine that lob? 
the woiker of bread, but the capitalist application ot the 
machine as a means of exploitation 

Under the conditions of the present ciisis, the bour¬ 
geoisie evince a predilection for returning fiom machine 
production to hand labour. And it is not a laic thing tor 
them to put into piactice these mad schemes so inimical to 
progiess In America, while many steam shosels and 
dredges stand idle, thousands of people are made to labour 
with the pick and shovel on public works Under these 
conditions the USSR is the only country in the world to¬ 
day which continually progresses towards the adoption of 
the newest and most advanced technique in all fields The 
country where socialism is being built holds high the flag 
of technical progiess 

Modern technical engineering increases the productiv¬ 
ity of labour hundreds and thousands of times 

A worker can make 450 bricks a day by hand A mod¬ 
ern brick-making machine turns out about 400,000 bricks 
a day for every workei employed on it, i e, about 1,000 
times as many. 
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A hand-power floui mill turns out 450-650 pounds of 
low grade flour A modern flour mill in Minneapolis 
(U S.A ) turns out lo,000,000 pounds of the best grade 
flour a day to every worker employed, or about 20,000 
times as much 

A modern shoe factoiy can pioduce 8o pairs of shoes 
pel worker every 6 days, as against 1 pair which could be 
pioduced by a worker working by himself 

Modern moribund capitalism, however, is incapable of 
utilizing these possibilities Even before the piesent crisis 
the application of the newest technical developments met 
with tiemendous difficulties even in the richest capitalist 
countiy—the United States of America 

In 1929 there were 2,730 brick-making plants employ¬ 
ing 39,000 workers and making 8,000,000,000 bricks, where¬ 
as 6 to 7 modern plants with only 100 workers each could 
completely satisfy the U S.A. market 

in 1929 there was a total of 6,500,000,000 pounds of 
floui produced in the United States. In order to produce 
this quantity of flour, with the normal production capacity 
of the Minneapolis flour mill mentioned above, only 17 
workers would be needed As a matter of fact, however, 
theie weie not 17 workers but 27,028 employed in the 
flour-mill industry of the United States 

In the shoe industry, even in 1929, that is, m the period 
of gieatest piosperity, 205,640 workers produced 365,000,- 
000 pairs of shoes which gives, not 83 pairs, but approxi¬ 
mately 35 pairs a week per worker. 

An almost infinite number of such examples could be 
enumerated 

It is important to keep in mind that in its period of 
youth and prosperity capitalism brought with itself a ti-e- 
mendous giowth of the productive forces of human soci¬ 
ety Until the rise of capitalism no one even dreamed of 
modem large-scale industiy, its high technical develop¬ 
ment, modern means of transport and communication It 
was capitalism that brought with it machine production. 
It called to life the tremendous wealth that lay buried in 
the bowels of the earth It evolved a tremendous advanced 
technique, lightening human labour considerably and in¬ 
creasing its power over nature 

However, capitalism places all this development of the 
proauctive forces of society at the service of the murder¬ 
ous exploitation of one class by another. The most per- 
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feet means of production is used by the capitalist system 
as the most perfect means of squeezing surplus value out 
of the working class The race for gam, the race for pi o- 
fit—this IS the motive power of capitalist industry An 
increase in profit—this is the purpose tor which the cap¬ 
italist introduces new technical achievements 

That IS why the further development of pioductive 
forces under capitalism means the further intensification 
of the exploitation ot the working class, the furthei eniich- 
ment of a handful of capitalists at the ‘expense of the 
impoverishment of the great masses of the people But at 
the same time, by creating gigantic enterpiises of a high 
technical older, by gieatly incieasing the technical poweis 
of human labour, capitalism prepares the material basis 
for socialism, piepares the mateiial conditions and the 
prerequisites foi the realization of the aims for which the 
proletariat is sti uggling It is in this, in the pi epai ation 
of the necessary pi ei equisities for the tiiumph of the pro- 
letaiian revolution, that the historical lole of capitalism 
lies 


Theie is nothing more disgusting than the hvpociisy 
of the bourgeoisie who assert the “equality” of iich airl 
^ j poor, the well-fed and the hungry, the 

wage s avery dione and the overwoiked labourer In 
reality the bony hand of hungei diives the woiker into 
bondage to the capitalist moie effectively than the sevei- 
est legislation Capitalism leads to a continual worsening 
of the conditions of life of the proletariat Capitalism leads 
to evei gieatei poveity among the broad masses of woik- 
ers Hunger becomes an ever moie frequent guest in 
woi king class quarters. 

Marx says * 


“The Roman slave was held by fetteis, the wage lab¬ 
ourer is bound to his owner by invisible threads. The 
appearance of independence is kept up by means of a 
constant change of employers, and by the fictio juna of 
a contract ” * 


And in fact, the worker is free to leave his employment 
at one capitalist enterprise only to get to another one be¬ 
longing to another capitalist 

Under the pretence of fighting against forced labour 
the capitalists conducted a campaign against the Soviet 


* Marx, Capital, Vol I, p. 586. 
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Union It IS hard to imagine anything moie base than 
this outbuist of modem slave-diiveis against the only free 
socialist country in the woild, under the slogan of fighting 
for the fieedom of labour. The Soviet Union is the only 
countiy in the world where wage slavery has been put to 
an end, where tiemendous masses of workers have, for 
the first time in human histoiy, acquiied the oppoituiiity 
of sane and fiee laboui foi them'.elves, foi the benefit of 
a socialist system wheie theie aie no exploiteis and no ex¬ 
ploited 

Thioughout the entiie capitalist woild the woiking 
masses aie chained with invisible fctteis to exhausting, 
hateful laboui the fiuit of w'huh onl> selves to luither 
their enslavement, to intensify capitalist bondage Creating 
untold wealth foi a handful of diones, the woikcis them¬ 
selves sulfei nioie and moie fiom hungei and privation. 
“The place of the slave-diivei’s lash is taken by the ovei- 
lookoi’s book of penalties,” said Mai x about capitalist 
entei puses Without doubt, the fine-book of the foieman 
—the eternal tin eat ot losing one's )ob and dying of hung¬ 
ei—affects the picsent-dav vvoikei no less than the lash 
of the slavc-diivei 

But o\cn the lash ot a loieman is bv no means a laiity 
in modem capitalist countiies In a numbei ot countiies, 
especially in the colonies, the most authentic slave labour 
exists foi the benefit of the capitalist Capital makes suf¬ 
ficient piofits tiom “tiee” wage laboui But wheie cii- 
ciimstances peiniit, it is not adveise to utili/ing slayo lab¬ 
our 

Even in the most highly developed capitalist countiies 
we mav find conditions similai to slave conditions 

Thidei the conditions ot the economic ciisis the boui- 
geoisie gladly emplo>s the most genuine foiced laboui in 
vaiious foi ms ot “laboui seivice,” piimaiilv' unemploved 
youth In the Gciman “labour seiv’ice” camps, hundieds 
of thousands of v^oung woikeis live in conditions of an aimy 
bailacks regime, they leceive a miseiable pittance foi the 
most aiduous laboui At the same time, German fascism 
foi CCS the camp inmates to go thiough military tiaimng, 
piepaiing them as cannon fodder foi its militaiy adven¬ 
tures 

In Ameiica Negio slave labour still exists. Theie aie 
about 12,000,000 Negroes there, mostly workers and small- 


■ Ibid . p 424 
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scale faimers Aftci the formal abolition of slavery in 
1863 most ot the Negro labourers were foiced into a state 
of abject dependence upon their employers 

In the Southern states in many cases the landloid gives 
the Negro familv a stiip of land, seed, food and the neces¬ 
sary tools until haivest time The tenant farmer has to turn 
over his entiie haivest to the landlord who reimburses him¬ 
self foi his initial outlay But the landlord always man¬ 
ages to keep the Negro in debt to him. If the Negro has. 
say, 100 bales of cotton which can fetch $600 on the market, 
the landloid will contrive to show that he has invested 
$800 Thus, if the Negro leaves the entire harvest in the 
hands of the landloid, he will still owe the landlord $200 
and be compelled to renew the agieement on the same con¬ 
ditions This deception is piactised fiom year to year If 
the Negio applies to a court of justice no one pays any 
attention to him the word ot a white man cannot bo re¬ 
futed by the woid of a Negro The landloids are not only 
masters on their own plantations, they have unlimited pow¬ 
er in the entire community and when one of them asserts 
something before a “couit of lustice” it is law In the 
South the landlord dictates the conditions under which the 
Negio must work If the Negio dares to be indignant at 
the unlawful acts of his master and tries to run away he is 
immediately hunted down by the police with the help of 
trained police dogs When the Negro is caught he is con- 
sideied a vagrant oi desertei and is letuined to his land¬ 
loid 

The landlord resoits to othei tucks to piocuie cheap 
labour powei which is applied under the most slavish con¬ 
ditions 

When the landlord needs laboui power he calls upon 
the local court, and the police arrest the necessary number 
of workers All kinds of fictitious charges arc placed 
against the arrested men The couit imposes fines on the 
Negroes, who arc unable to pay them and thus are forced 
into virtual slavery to the landlord who pays the fines for 
them, deducting it from their future wages 

But the most teriible form of foiced labour exists in 
the colonies, where the imperialists turn the native popu- 
. lation into absolute slaves At gold 

slavery in the other mines, on plantations and on 

colonies work in colonial countries forced 

labour is employed on a broad scale 
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In South Afnca, accoidiiig to the Masters and Servants 
Act if a native luns away fiom his master he is treated 
as a ciiminal and is forced to return Everywhere a pass- 
poit IS lequired of him to show that he has worked for a 
Euiopean If his passport is not in order he is arrested 
and returned to his previous employer or compelled to 
work for another. 

In the mining: industry, especially at the gold and dia¬ 
mond mines, the natne workers live in special abodes, 
called compounds, surrounded by barbed wiie fences Tire 
nati\e worker has no right to leave his prison for the en¬ 
tire period of his hue No outsider is peimilled to enter 
w’lthin the fence, armed guards stand coniinuous watch. 
His average w^age is less than half a dollar a day and on 
this he must feed himself For this miserable wage he 
must toil for tw'elve to fourteen hours a day 

In other African colonies the most inhuman methods of 
exploitation exist The men are usually brought to the 
mines trussed up with lopes Work proceeds under the 
supervision of aimed guaids The native worker is usu¬ 
ally forced to sign a contract after he has been made drunk, 
and often he does not even understand what the contract 
means 

Slaveiy is in many cases accompanied by quite open 
slave trading, as an instance, Portuguese Africa (Angola 
and especially Mozambique) or the “Independent Repub¬ 
lic’’ of Liberia can be taken, the latter being entirely la 
the hands of United States capital 

Together with open slavery there is slavery for debt. 
The essence of this, as Marx explained, is that by means 
of loans which must be worked out, and which are trans¬ 
mitted from generation to generation, not only the indiv¬ 
idual woikei, but his entire family become the inherited 
piopeity of a proprietor and his family 

REVIEW QUESTIONS 

1 Of what docs the primitnc accumulation of capital consist 

2 What compels the woikei to sell his labour power’ 

.‘3 What deteimines the \alue of labour power’ 

4 What IS the diffeience between labour powci and labour’ 

5 What IS capital’ 

(i Which IS cfieatei constant oi fixed capital’ 

7 What IS the mcasuie of the degiee of exploitation of labour? 
I 8. What are the methods of incicasmg relative surplus •«'alue’ 



CHAPTEK V 


Wages and the Impoverishment of tlie Working 
(^lass Under Capitalism 


Under capitalism the woikei sells his labour power to 
the capitalist The capitalist hires the woikei and makes 
, him woik for him The woiker le- 

powr^ndilrprice This constitutes the pMr- 

** ^ chase and -ialc of laboiii poirci 


But labour poiver is a commodity of a special kind The 
pui chase and sale of laboiii powei chai actei izes a i elation 
between capitalist and woiker — between the two basic 
classes of capitalist society. The value of laboui powei, as 
w^e already know, is deteimined by the value of the means 
of subsistence necessai y for the maintenance of the w oi k- 
er It must however be kept in mind that the capitalists 
always tiy to ledncc wages below this limit The capitalist 
class IS not concerned with how the woiker lives He 
often remains unemployed and stai’ves to death But even 
w’hen he obtains employment his wages aie not always suf¬ 
ficient to satisfy his most elemental y needs 

The value of labour power is determined b> the value 
of the means of subsistence of the woiker But how’ aie 
the necessaiy means of subsistence deteimined*^ It is (luite 
clear that the means of subsistence of the woikei, then 
amount, their natuie, depend upon a numbei of ciicum- 
stances Marx points out that 


“The value of laboui-power is deteimined, as m the 
case of eveiy other commodity, by the laboui-time 
necessaiy for its pioduction, and, consequently also the 
repioduction of this special article . Laboui-ixiwer 
exists only as a capacity, or pow^er, of the living in- 
diyidual Its pioduction consequently piesupposes his 
existence Given the individual, the production of 
labour-power consists of his lepioduction of himself, 
of his maintenance For his maintenance, he requires 
a given quantity of the means of subsistence. There¬ 
fore, the labour-time requisite for the production of 
labour-power reduces itself to that necessary for the 
production of those means of subsistence; in other 
wofds, the value of labour power is the value of the 
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means of subsistence necessary for the maintenance of 

the labourer'” {Capital, Vol 1 ) 

Unlike other commodities the deteimination of the val¬ 
ue of laboui power includes a historical or social element. 
The normal living standard of the woiker is not something 
that IS fixed and established foievei On the contiaiy, 
this standard changes with the coiiise of historical devel¬ 
opment, and IS diffeient in diffeitiit countiies depending 
upon the historical development of the partu iilar counti >. 
Capitalism, how’evei, abva^s tends to bung the living stan¬ 
dard of the working class down to an extremelv low level. 
The value of a commodity expiessed in teiins> ot money 
IS its price The puce of a commodity, as wo have already 
seen, continually fluctuates above oi below its value Wages 
aie a special foim of price foi the commodity, “labour pow- 
ei ” It IS evident that the level of wages vaues above and 
below the value of laboui power But in contiadistinction 
to othei commodities the vaiiations hcie aio mainly below 
the value 


We have seen that the laboui of the wage vvoikei m a 
capitalist enteipiise consists of two paits paid, necessary 
laboui, and unpaid, suiplus labour 
Wages a mask ^vheii the woiker receives his 

of eapitjlist wages, it is not at all appaient that 

„(,,,essan labour, 

wheieas his suiplus labour is appiopiiated without le- 
muneiation bv the employer On the contiaiy, things un¬ 
der capitalism aie lepiesented as if the entiic lahoiit of 
the woikei has been paid foi 


Let us take a minei, who is paid on the basis of piece- 
vvoi k For eveiy ton of coal he mines, he gets, sav, one dol¬ 
lar Woiking his haidest, he makes baielv enough each 
day to buy his biead Let him try to point out to the mine 
owner the iniustice of such exploitation If the lattei will 
feel kindly disposed and desire to talk to his vvorkei at 
all, he will explain 

“You get a dollar a ton No moie is paid at either 
the neighbouiing mines or elsewhere You get a fair price. 
Youi labour is not woith any moie Try to mine more 
coal and your wages will be higher ” 

Thus one gets the false impiession that the woiker re¬ 
ceives the full value which he has earned in working. 
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Let US suppose that a friend of our miner works at a 
chemical plant neai by He works undei the most injur¬ 
ious conditions foi nine houis a day and gets, say, forty 
dollai s a month How does he find out that his boss is ex¬ 
ploiting him*^ Let him tiy to speak to his boss about it, 
and without any hesitation he will be answeied 

“You get as much as anyone else would in youi place. 
You get a fan wage, moie than this you do not earn But 
if you wish, try woiking both shifts and you will get double 
wages But in nine hours you only woik out forty dollars 
a month There would be no sense in paying you more ” 
And really, how can the worker know hov\’ much value 
he pioduces a day for his boss^ The nine-houi day is not 
duided openly so that he can know this part of the day 
1 woiked out my wages, and these hours I work for the 
boss without being paid All houis of work are alike And 
heie he even gets an opportunity to incicase his wages— 
double them, tiue by doubling his working day Such a 
thing can really be confusing, it appears as if the capit¬ 
alist really pays him as much as he pioduces in value 

Thus capitalist exploitation is masked And here all 
the foices of the ideoUx/ical enslavement of the masses come 
to the bosses’ aid The church asseits that the eaithly 
system is established by God and that any thought of 
changing it is sinful. The capitalist press, science, the 
theatie, the cinema, the literature and art of the bour¬ 
geoisie—all mask the issue of exploitation, all try to make 
things appear as if the eniichment of the capitalists were 
just as natural and inevitable as the light of the sun on a 
clear summer day 

“The wage form thus extinguishes every tiace of the 
division of the working day into necessary labour and 
suiplus labour, into paid and unpaid labour All lab¬ 
our appeals as paid labour In the corvee, the labour 
of the worker foi himself, and his compulsory labour 
for his lord diffei in space and time in the clearest 
possible way In slave labour, even that part of the 
working day in which the slave is only leplacing the 
value of his own moans of existence, m which, theie- 
fore, in fact, he works for himself alone, appears as 
labour for his master All the slave’s labour appears as 
unpaid laboui In wage labour, on the contrary, even 
surplus labour, or unpaid laboui, appears as paid ’’ * 

* Marx, Capital, Vol I, p .^50 
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Workeis began quite eaily to oiganize into trade un¬ 
ions, which conducted a stiuggle to improve working con- 
, . ditions and to cuib unlimited exploita- 

Wagesandlhe ^lon 

struggle of the Wages, as we have seen, are deter- 

worKing Class mined by the value of labour powei. 

But, in the fiist place, wages fluctuate considerably, partic- 
ulaily below the value of labour power and, secondly, the 
value of labour power itseli changes considerably depend¬ 
ent on a numbei of circumstances 


A constant stiuggle rages between the bouigeoisie and 
the working class concerning the level of wages; m this 
struggle much depends upon the degree of organization and 
unity of each side 

So long as the workers had not organized trade unions, 
each capitalist dealt with a scattered mass The capitalist 
in such a case is in an advantageoUf> position in the stiuggle 
about wages if any worker does not agiee to the bad con¬ 
ditions of employment he is dischaiged and the emplo\er 
quickly finds someone to take his place 

Mattel s change when there is a trade union mo\eiiient 
Undei such ciicumstances the capitalist is not opposed by 
a scattered mass of unoigani/ed workeis, but now has to 
deal with a union of all (or of the maioiity) of the woik- 
eis, which presents unitorm demands and calls toi uni¬ 
tor m conditions. For mei ly the capitalist came to an agi ee- 
ment with individuals, now he has to come to a collective 
agicement with a tiade union Wages of the w'oikcis are 
usually deteimined by special rate agieements 

The capitalists, ot course, hnd many ways ot struggling 
against the workeis oven when there is a tiade union In 
then tuiii they unite in “employers’ associations ” To help 
the capitalists, those betrayers ot the vv'orkmg class, the 
Social-Demon (its, come forward The trade unions under 
their leadership disiupt the stiuggle of the vvoikeis, act 
as strikebieakeis dm mg revolutionai v stiikes 

It IS pcrtectly clear that by means of only an economic 
struggle on the part of trade unions the working class can¬ 
not free itself from the over growing capitalist exploita¬ 
tion, from increasing poveity and destitution For this 
purpose the complete victory of the pioletaiiat, whicli can 
be won only by i evolution, is necessary Then, nr destroy¬ 
ing capitalism, the pioletaiiat destroys class exploitation, 
the source of its impoverishment. 
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Marx writes as lollows with regard to this 

. the general tendency of capitalistic production 
is not to laise, but to sink the average standard of 
wages, or to push the value of laboiit more or less to its 
minnuuiu limit. Such being the tendency of things in 
this system, is this saying that the working class ought 
to 1 enounce their resistance against the encioachments 
of capital, and abandon their attempts at making the 
best of the occasional chances foi then tempoiary im- 
piovement'^ If thev did, they would be degiaded to 
one lex el mass of bioken wi etches past salvation 1 
think 1 haxe shown that then stiuggles foi the stan- 
daid of wages aie incidents insepaiable fiom the whole 
wages sx’stem, that in ninetx’^-nme cases out of one 
hundied then effoits at laising wages aie only effoits 
maintaining the gix’en xalue of labour and that the 
necessity of debating then puce with the capitalist is 
inheient to then condition of hax'ing to sell themselves 
as commodities By cowaidlv gixnig way in then ev- 
eix'day conflict with capital, they would ceitanily dis- 
qualifx themselves foi the initiating of any laiger 
mov ement. 

“At the same time, and quite apait fiom the gen- 
eial seivitude involved in the wages svstem, the woik- 
ing class ought not to exaggeiate to themselves the 
ultimate vvoiking of these eveivdav stiuggles They 
ought not to foi get that they aie fighting with cftocts, 
but not with the cause of those effects, that the’v aie 
letaiding the downward movement, but not changing 
its direction; that thev’ are applying palliatives, not 
cuiing the malady They ought, theiefoie, not to be ex¬ 
clusively absoibed in these unavoidable gueiiilla fights 
incessantlv spiinging up fiom the nevei-ceasing en¬ 
cioachments of capital or changes of the market They 
ought to undei stand that, with all the miseries it im¬ 
poses upon them, the piesent system simultaneously 
engcndeis the mateiial comhtio'ns and the sonal forms 
necessary for an economic reconsti uction of society. 
Instead of the conser vative motto ‘A fait day's loages 
for a fan day's irotk they ought to inscribe on their 
banner the revolutionary watchword ‘Abolition of the 
V'aqes system ” * 

♦ Marx, Value, Price and Profit, pp 79-80 
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TJie capitalists pay tno workeis their wages by various 
methods Ot all the various foims of wages two arc fun¬ 
damental. 

l<uriM!» of wa^ei jjj some cases the workers leceive 

then pay actoiding to the period of working time, when 
the wages may be calculated by the hour, day, week or 
month This is called the time foim of wages oi time 
wages In othoi cases the workei’s pay depends upon the 
amount ot goods he has pioduced; the woiker is panl ac- 
couling to the numbei of tons of coal ho has mined or the 
niimbei of meties o calico ho has woven, the numboi of 
locks he has made, etc This is callerl the f'woik lorni 
of wages The capitalist sjstem has invented many dif- 
leient toims, sometimes rathei complicated ones, of pay¬ 
ing the wankers But all these foims aie based either 
on a time oi piecewoik basis, and sometimes on a •■'om- 
bin.ition of the peculiai ities oi both 

It may appeal at hist as if there weie nothing in com¬ 
mon between the method of paying b> time and the method 
ol pa>ing bv piecewoik—that these tw’o foims aie entiielv 
(lifteiout In iealit\ it is not so In the case of timew'oik, 
in gianting the woikei a dehnite weekly wage, the capit¬ 
alist calculates what work his wage w^oiker will do dur¬ 
ing that time If he w'eie not to estimate this, he would 
soon go bankiupt It is moie impoitant, how^exer, that, 
iiindamontallv, piecewoik is leallv the same as timew'oik 
\\ lu’n the lato poi piece is sot, the amount pioduced b\ a 
woikoi in an houi, da.\, oi week is taken into consideiation 
That IS win piecewoik also assuies the a\eiage w’oiker 
onh the baie necessities 

Both piecewoik and timework aie only diffeient forms 
ol the pill chase ot laboui powder by the capitalist The 
loim used depends on the ciicumstances prevailing in the 
paidicular inclustn Each of these forms has its ad\an- 
tages toi the capitalist dependent upon the ciicumstances 

Timework is the form employed in cases wheie the 
omplo\cr has no leason for inteiesting each ind'\idual 
_ ^ , woikei paiticulaily in the production 

Iiniework gieat a quantity of goods as pos¬ 

sible Such cases aie manifold 

In many tiades the skill and ability of the w'oikei still 
play an impoitant pait, the quality of the commodity pio¬ 
duced depending on this In cases w^here w^e deal wnth a 
semi-artisan type of industiy, the employer often prefers 
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to pay his highly skilled woikers by the week (by time) 
Not stiiving for quantity, the worker produces each com¬ 
modity very carefully. The capitalist gams in the quality 
of the commodity what he loses in quantity. 

In other cases, on the contiaiy, the woikci becomes a 
mere appendage to the machine The quantity of goods 
pioduced depends entirely upon the speed of operation of 
the machine. In such cases also the capitalist piefei s time- 
woik. 

On the other hand, vaiious methods ot piecework are 
employed in all cases wdieic the capitalist w'ants to inter- 
p. , est the w'oiker m pioducing as gieat 

Piecework ^ quantity of commodities as possible 

Piecewoik saves the employer the necessity of super¬ 
vising the woik of his employees, making the wages de¬ 
pend on the quantity pioduced, piecewoik assuies the most 
intensive labour on the pait ot the woikeis As a i ule, 
piecework is possible in those industi les whei e it is easy 
to calculate or measure (by piece, weight, volume oi length) 
the quantity of commodities produced 

Piecewoik, undei capitalism, is the lavoiite method ot 
incieasing the exploitation of woikeis by inci casing the 
intensity of their laboui Piecewoik lates aie usually set 
according to the earnings ot the most capable and the 
fastest woikers In order to make the nccessaiy minimum 
wage the othei woikeis must stiain then eneigics to the 
utmost When the employei sees that a maioiity ot ihe 
workers have incieased then pay, he reduces the late The 
woikeis must then woik even moie intensively in oidei to 
earn their formei wages 

The piecework form of ieniuneiation has an ontiiely 
different significance in the conditions obtaining in the 
USSR Theic the workei does not sell his woik to a 
class of exploiteis, but uses it in enteipuses which aie tlie 
property of the proletarian state The wage which the 
worker receives in the USSR is a social allowance loi 
labour, and is in proportion to the quantity and quality ot 
the laboui expended Piecework remuneration in the so¬ 
cialist economy of the Soviet Union is the best means of 
establishing conformity between the quantity and (piality 
of the labour expcndecl and the remuneration of the indiv¬ 
idual-workman, it IS a poweiful lever in raising the piodiic- 
tivity of labour and in addition the well-being of the w'ork- 
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ing class. Thoiofoio, it is ontiiely different fiom piecework 
under capitalism. 


Sometimes the capitalist pays out part of the wages 
in the ioim of a hornut They figuie that the bonus will 
„ stimulate special exeition on the pait 

tSoiiuses and woikeis and make them work 

prolll.sllnr.„s .„tons]ty 

An e\en greater deception is so-called pi olil-shanng. 
The cajiitalist loweis the basic wage witli the e^cuso that 
the Moikci is supposedly also inteiestcd m ha\ing the bus¬ 
iness piolitable Then under th. guise of “a sliaie in the 
pi olds” only a iiait of the wages pioMOUslv df ilucted is le- 
tuiiK'd to the woikei. In the eiiu the \v(/rkei “shaiing in 
the pi olds” often lecoives less than the one w oiking simply 
foi' wages 

1>\ this method not only does the cmployei tiv to raise 
the inti'iisitv of labour to a high degiet—but sometimes it 
indiKt's a ceitam stiatiim of the moie ignoiant w'oikeis to 
keep <i\\av fioni the ckiss mo\ement of the proletanat and 
thus to si'iNO as a suppoit of capital 


On the basis of piecew'oik the so-called “sweating sys¬ 
tem” exists, paiticulailv in th<' needle tiades industiy in 
^ England and Ameiica Woik is given 
^ out to be done at home at exceedinglv 

low' rates The tailor woiking under 
such a “sweating system” must work liteially day and night 
to <i\oid htaivation 


Having bought the labour power of the piolotarian, 
the einployei tiies to deiue the utmost possible from it 
loi himself Of late the cleveier and 
Scientific^ nioie able employeis have begun to in- 

organlyalion of tiodlice the so-called “scientific oigani- 

labour. Ihe lavloi laboul, wdiicli amounts to 

ami l-..r.l, f„l|„„ ,„g 

Eveiv kind of woik done at the plant is studied in de¬ 
tail bv expel ts who, after long obseiv'ation and icseaich, 
establish the most lational methods of doing this work 
Methods ol woik aie thus established which save the w'ork- 
er unnccessaiy motion and effort, all his tools are ration¬ 
ally ai ranged, etc , so that the worker is not distracted 
from his mam woik Thidoi these ciicumstances all the 
energy of the woikoi, all the offort spent by him goes to- 
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wards useful work without any loss, is spent entirely on 
the operations which ho has to peifoim Thus the indus¬ 
try gets the greatest beneht fiom his woik and the pro¬ 
ductivity of laboui is gieatly inci eased 

The scientific oiganization of laboui is a great 
achievement m the rational utilization ol human elfoit. 
Aftei the oveithiowofcapitalism.undci conditions of apio- 
letaiian goveinment, gicat possibilities aie opened up loi 
the scientific oiganization of laboui But uiidei the cap¬ 
italist legimo, the scientific organization ol laboui, like all 
scientific achievements, is used by the capitalists in their 
own iiaiiow class inteiests Scientific oiganization ol lab¬ 
our is turned by the capitalists into one ol the means of 
squeezing moie suiplus value out of the woikcis 

One of the fust to advocate the scientific oigani/atum 
of laboui was an Ameiican engmcei, Tayloi IIis system, 
called the T.ijloi system, is used in many capitalist plants, 
incieasing the suiplus value Gieatly laising the pioduc- 
tivity of laboui, turning the ivoikeis into machines execut¬ 
ing sti ictly calculated motions, the Tayloi system leads to 
the squeezing of the last ounce ol stiengtli out ol the 
woikeis, making invalids of them aftei a lew veais The 
loivcring of the piecewoik lates following the intiodiiction 
of the Tayloi system makes the woikeis’ laboui much 
haidei for the same, and at times low'cr, wages 

Duiing the post-ivai yeais, the subtle methods of ex¬ 
ploitation used by the Ameiican automobile King, lleniy 
Ford, became especially famous His methods of exploita¬ 
tion began to spiead rapidly not only in Ameiica, but also 
in the capitalist coimtiies of Em ope The basic featuie 
of the Fold system is pioduition in a steady stieani—along 
a conveyoi By speeding up the convoyoi, the w^oik is 
speeded up and the intensity of labour mci eased Who- 
evci cannot keep up with the conveyor loses his job m 
the capitalist plant Thus the capitalist turns cveiy tech¬ 
nical improvement into an instrument lor the fuithcr im¬ 
poverishment and enslavement of the pioletaiiat, into an 
mstiument for squeezing the very life out of the vvoikers. 

Formerly, when a worker was hiied in the village, he 
was seldom paid in money for his work. This was done 
in the following way the worker was 
Payment m kind boarded by his employei and in addi- 
or in money summer, he re¬ 

ceived a little gram. Here the worker is paid in kind; he 
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gets the necessary means of subsistence directly, in ex¬ 
change for his labour power. Such a simple transaction 
IS similar to the barter of products—say, an axe for bread. 
When ti ade assumes such a simple character it is pei fectly 
evident that the value of the necessary means of subsis¬ 
tence IS at the basis of the value of labour power 

Payment exclusively in kind is very rare in capitalist 
industry But even here part of the wages is occasionally 
paid out in kind This method of payment is usually only 
a convenient method for the capitalist to increase his pro¬ 
fits at the expense of the workeis The company store be¬ 
longing to the employer furnishes the worker with all kinds 
of shoddy goods at tuple prices The workeis’ leal wages 
are thus greatly reduced Workers’ organi/atioiis theie- 
fore always stiuggle against such a practice Sometimes 
the capitalists tiy to achieve the same end—a decrease in 
the wages of the workers bv making them buy goods at 
high prices—in a more subtle way They assume contiol 
of all the stoies in the workeis’ settlement oi district and 
the woikeis, getting then wages in money, aie compelled 
to buy things at high prices just the same Woikeis try 
to struggle against such exploitation by means of organi¬ 
zing consumois’ co-operatives 


In developed capitalist industiv, e.xcept in laie cases, 
wages aic paid in money The woikei sells his labour 


Nominal and 
real ^vages 


powoi and, as w ith the sale of any other 
commodity, gets its pi ice in the form 
of a definite sum of money 


However, the voikei docs not need the money foi it¬ 
self, but only as a means of getting the things he i equires 
Receiving his definite wages the vvmiker buv’s the things ho 
needs; he pavs the puces loi them that pievail on the 
maiket at the time 


But we know that the level of commodity prices does 
not 1 email! unchanged The purchasing power of money 
changes under the influence of vaiioiis causes If a gold 
standard exists in the country, the prices may rise because 
gold becomes cheaper, with a decrease in the value of gold, 
the pin chasing povvei of money falls When paper currency 
IS issued m great quantities the prices of commodities suf¬ 
fer great and rapid changes, following the fall in the pur¬ 
chasing power of money which almost always accompanies 
the circulation of paper currency 

Hence, if we wish to compare the wages of workers in 
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several cases, it is not enough to know only how much 
money they leceive in each case It is also necessary to know 
how much goods can be bought with the money in each case. 
We must not meiely compaie the nominal lates of wages 
(by the nominal late of wages we mean the amount of 
money leceived by the woikei), we must also take into 
coiisidei ation the pinvha'niiy poirci of the money leceived. 
Only then can w'e establish exactly the ical wages, which 
can be measuied by the quantity of use values that can be 
pill chased foi the given sum of money in the given place. 


Eveiyone know^s that woikeis in difTeieiit tiades re¬ 
ceive diffeient lates of w^ages Highly skilled w'oikois re- 
I ceivc much highei w ages than unskilled 
Wages of skilled ^^oikoi^ who ha\o no special technical 
wor crs training Usually, the gi eater the skill, 

the higher the wages 

Diffeient blanches of mdustiy lequiro woikois of dif¬ 
ferent skill Hence the w^ages ot w'oikcis in diffeient in¬ 
dustries aie not the same 

Besides the difference in the rates of pay foi w’orkers 
in diffeient industiies theie is the difleience in the latcs 
of pay foi w'orkeis of different skill in the same indiistiy. 
The skilled workci is paid moie than the senii-sKilled, the 
semi-skilled w'oiker moio than the common labouiei 


What IS the leason foi such diffeiences in the lates of 
w^ages of workeis according to skill*^ It is not diilicult to 
under stand this Anyone can porfonii unskilled laboui, but 
the skilled worker must go thiough a definite piniod of 
learning the tiade, must spend much time and effoit to 
obtain tins skill If there w'eie no diffeiences in tlie lates 
of pay no one would want to spend the time and enei gy to 
learn a trade, no one would try to obtain a definiie degiee 
of skill 


However, no amount of skill saves a w^oiker fiom in¬ 
human, incessant exploitation under capitalism. 

The introduction of new machinery generally makes 
great numbers of highly skilled workers superfluous What 
was previously done by a highly skilled master, who had 
spent many years in acquiring his skill, is now done by a 
machine Considerable sections of skilled workers become 
superfluous and are thrown out of employment In order 
not to starve to death they are compelled to do unskilled 
labour at much lower pay 
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The level of wages m the various capitalist countries is 
not the same Theio aie \eiy gicat diffeieiices in this 
among the various countiies These 
The level of wages difleiences are due to many causes 

f ''***’*‘*“® «•*!»- It would be ridiculous to think that 
.ial.8i cou.iir.M capitalists in one countiy are kinder 
in then lelations to the workers than those in otheis As 
a mattei oi tact capitalists eveiywheie tiy to lower wages 
to the lowest possible limits But conditions in dilferent 
capitalist coiiiiti K's \aiv consuleiabh Different coun¬ 
tiies have dilleieiit histones In Ameiica, lor instance, 
capitalism developed imdei ciicumstances wheie a short¬ 
age of laboiii was expeiienced i«ther than a supeilluity 
of it abundance ot free land for some lime gave emigiants 
from Euiopean countiies the oppoitunity of settling on 
the land In oklei capitalist countiies the woikiiig class 
organi/.ed eailier to oflei lesistance to the capitalists In 
the moie advanced capitalist countries the intensity of la- 
boui, as w'ell as the degiee of aveiage skill of the woikers, 

IS veiy high 

All these circumstances gave rise to the different lev els 
of w'ages in diffcicnt capitalist countiies 

Thus, for instance, if we take wages in England as 
100, the wages (the aveiage houily rate) in othei ad¬ 
vanced capitalist countiies on the eve of the imperialist 
w^ar weie as follows 


England 100 Fiance 64 

Germany 75 IT S A 240 

According to othei calculations the aveiage yearly 
wages of v/o’keis in vaiious countries (in 1900-07, in dol¬ 
lars) were: 


USA. 

463 

Austria 

167 

England 

258 

Russia 

97 

Germany 

237 

Japan 

55 


In post-war years we also see considerably diffeient 
rates of wages in the vaiious capitalist countries. Here 
are figures showing the difference in 'teal wages in various 
large cities of the most important countiies The follow¬ 
ing figuies show the conditions existing in January 1929 
and aie based on the level of real wages in London m 1924 
which is taken as 100: 
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Philadelphia 

206 

Berlin 

. 77 

Dublin 

106 

Madrid 

57 

London 

105 

Brussels 

52 

Stockholm 

93 

Milan 

50 

Amsterdam 

88 

Rome 

44 


It IS understood that wages are particularly low in those 
countiies wheie capitalism has only recently begun to de¬ 
velop Primitive accumulation in these countries rums 
the peasantiy and aitisans, thiowing them into the army of 
those seeking employment In the colonies the living stan¬ 
dard of the pioletariat is extremely low The woikeis m 
China especially aie subiect to the most brutal exploita¬ 
tion. The Chinese coolie, feeding himself on a handtul of 
rice, often sleeping on the streets or in the paiks and 
clothing himself in lags, is, in the eyes of the capitalists, 
the most exemplaiy woikcr in the world The moie biazeii 
capitalists tell the European workers to take an example 
from the Chinese coolie, to li\e as “etonomic.illy” as he 
does. This kind of advice is hoard particulaily often dui- 
ing the piesent times 


As capitalism develops, the exploitation of the working 
class gi'ows The conditions under which the wmrkcrs con- 
(Vawfh nf *.nni. struggle about wages with 

the capitalists continually become moie 
talKst exploitation j.sadvantagoous to the workers As 
it develops, capitalism brings with it both a relative and an 
absolute impovet ishment of the working class 

The share of the capitalists grows bigger, the share of 
the workers smaller. The figures for seveial capitalist 
countries show this clearly. Let us take England If we 
take the total values created m the country (the so-called 
national income) as 100, then the share that fell to the 
workers changed as follows 


Year 

1843 

1860 

1884 

1903 

1908 


Amount of national 

Amount of wages Workers' share 

income in million 

in million 

of national income 

pounds sterling 

pounds sterling 

in per cent 

515 

235 

}k6 

832 

392 

47 f 

1,274 

521 

41 4 

1,710 

655 

38.3 

1,844 

703 

38.1 


The share of the worker becomes steadily less. 
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At the same time, of course, the share of the national 
income of the entire country, which goes to the capitalists, 
grows steadily greater. What the working class loses, the 
capitalists gam. 

In an aiticle written before the World War, Lenin 
quotes the following figuies showing the impoverishment 
of the working class. In Germany, for the period between 
1880 and 1912, wages rose on an average of 25 per cent, 
while the cost of living for the same period rose by at least 
40 per cent Lenin notes pai-ticulai ly that this took place 
m such a iich and advanced capitalist country as Geimany, 
wheie the situation of the woikeis was mcompaiably 
better than that of the workers in pre-revolutionaiy Rus¬ 
sia, because ot the higher cultural level in Geimany, the 
fieedom to strike and loim tiade unions and the compaia- 
tivG political freedom, wheic the membership m labour 
unions amounted to millions and where theie were millions 
of leadeis of the labour press 

Lenin diew the following conclusion fiom this* 

“The woikei is impoverished absolutely, le, glows 
actually pooiei than befoie, is compelled to live w'orse, 
eat moie spaimgly, lemain undeifed, seek shelter m 
cellais and attics The lelativc shaie of the woikeis 
in capitalist society, which is lapidly glowing richer, 
becomes evei smallei, because the millionaires grow 
nchei ever moie rapidlv . In capitalist society 
w'ealth glows w'lth unbelievable rapidity alongside the 
impovei ishment of the working masses ” * 

This IS the situation in the richest capitalist countries 
of the world, where the capitalists can make concessions to 
the w'oikers, as they get tiemendous profits from the col¬ 
onies Of course in the more backward countries, in the 
colonies to which capital goes for easy profits, the im¬ 
povei ishment of the workers proceeds even more rapidly. 

We thus see that capitalist exploitation steadily in¬ 
creases, and that the gulf between the working class and 
the bourgeoisie becomes ever deeper The opportunists in 
all countries continually talk of an abatement of the social 
contradictions, of the necessity for civil peace between the 
classes, of the possibility for the working class to improve 

* Lemn, Collected World, Vol XVI, “Destitution in Capitalist 
Society,” p 212, Russian ed 
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its conditions even under capitalism The working class, 
however, grows poorer not only relatively (in compaiison 
with the boundless giowth of the piofits of the bourgeoisie), 
but absolutely Even in the iichest capitalist countries 
the food of the workeis becomes continually woiso, they 
live in still more ciowded quarteis, expeiicnce ever greater 
want At the same time the intensity of labour of the 
workois increases steadily The woiker has to spend moie 
energy for each houi of woik than he had to spend form¬ 
erly The excessive intensity of laboui, the continual 
whipping up, lapidly exhausts the oiganism of the woiker. 
There can theiefore not only be no talk about an abate¬ 
ment of class contradictions, but, on the contiaiy, theie 
IS a constant shai'pening of these contiadictions, they 
glow inevitably 

With the growth of capitalism, unemployment inci cases 
and the so-called “lesorve army of laboui” grows, fuin- 
ishing hands to the capitalists in times 
Unemployinent when iiidustiy needs to be expanded, or 
and the reserve when the older workers refuse to work 

army ot labour under the old conditions any longer. Let 

us see how this takes place 

In its inception capitalism finds a sufficient supply of 
potential wage labouieis on the market This supply is 
composed of ruined faimeis, aitisans and handicraltsmen, 
who have lost then means of pioduction They aie leady 
to work for the capitalist if he will only give them the 
means of continuing their existence There must always 
be a definite reseiye of fiee hands. Only on this condition 
can capitalist industry, based on the exploitation of wage 
labour, arise 

What does the further deyelopment of capitalism lead 
to? 

We have already seen that developing capitalism crush¬ 
es the small-scale production of the artisan and the handi¬ 
craftsman by its competition The peasants aie also min¬ 
ed and many of them are forced, willy-nilly, to leave their 
homes and to go into capitalist slaveiy Capitalist indus¬ 
try grows, new plants and factoiies are opened up, absorb¬ 
ing new masses of workers Ruining small-scale producers, 
capital attracts them to itself as wage laboui ers 

But together with this another phenomenon appears. 
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There is a continual process of technical improvement in 
. pioduction under capitalism. And what 

Supplanting ot technical improvement mean, 

'vhut IS thc significaiicc of the new in- 
^ ventions*^ Thoir significance is that 

they cheapen production, replacing human labour by mach¬ 
ine work Thus with the development of technical im¬ 
provements fewer workers are needed to produce the same 
quantity ol commodities Machines supplant workeis. 
Machines compel workeis to laboin mote infinseh) This 
also causes pait of the workeis to bo tin own out of indus¬ 
try Hence at thc dawn ol capitalism, \\heu thc workeis 
had not jet found out who tlieir leal enemy was, they 
often gave vent to then lage against existing conditions 
by attacking the machines Dining siiikos and times of 
unrest the workers smashed machineiy hist of all, con- 
sicleiing it to bo the mam cause foi their teiiible condi¬ 
tions 


Introducing new machinery and tin owing the workeis 
ivho weie supplanted by these machines onto the street, 
the capitalists continually create unemployment. 

Raising the intensity of laboui they also mciease the 
number of unemployed A definite number of wmrkeis 
becomes supcrlluous These woikers are unable to find 
any need for their laboiu They constitute the mdustiial 
1 esei ve ai my The significance of this army is indeed great. 
The existence of a constant army of unemployed gives the 
capitalists a powei ful iveapon in their struggle against the 
working class Tlie unemployed aie usually willing to go 
to ivork on any conditions thi eatened with stai vation they 
have no choice The unemployed thus exeit a downward 
pressui e on the living standard of the proletarians who are 
employed. Another significance of the resei’ve army is 
that it furnishes free hands at any time when the condi¬ 
tions of the maiket icquiie an expansion of industry Then 
many thousands of unemployed find work foi themselves, 
factories and plants mciease the number of workers they 
employ Unemployment temporaiily decreases But the 
mtioduction of new, improved methods throw^s thousands 
of w'^orkers onto the streets again 

Thus capitalism with one hand gives work to the mass¬ 
es of new workers coming from the ranks of the ruined 
small-scale producers, and with the other takes the last 
piece of biead from the mouths of thousands and tens of 
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thousands of workers who have been supplanted by ma¬ 
chines with the progress of capitalist technical improve¬ 
ments. 


This constant replacement of woikers by machmeiy, 
which IS a result of capitalist development, cieates what is 
known as a “relative sin plus popula- 
The general law tion” in capitalist countiies. Hundieds 

accumulaiLn thousands of people yeaily aic com- 

accumuiation emigrate fiom their countries 

as they become superfluous and aie loft without the faint¬ 
est hope of obtaining employment During the post-war 
years this situation has giown still woise The countiies 
to which these emigiants flowed have closed their doois 
and refuse admission 


The existence and growth of an industrial leserve army 
have a tremendous influence on the entiio situation of the 
working class. Poverty increases, the uncertainty of what 
the next day will bring is ever present, and wages fall 
The working class produces surplus value with its labour, 
but it goes to the capitalist class. Part of the surplus 
value obtained from the working class the capitalists 
consume and thus destioy, the icst they add to then on- 
ginal capital If the capitalist originallv had $100,000 
and dining the veai he has succeeded in squeezing out of 
the woikeis $20,000 in piofits, he will add about half this 
sum to his 01 igiiial capital for the next year In this case 
his capital for the next year will already be $110,000 He 
has increased his capital, has accumulated $10,000 Ac¬ 
cumulation of capital, therefoie, is the addition of suiplus 
value to capital The giowth of capital as a lesult of ac¬ 
cumulating surplus value is enormous The mass of surplus 
value squeezed out of the working class grows ever great¬ 
er as capitalism develops The mass of suiplus value ac¬ 
cumulated by the capitalists and which goes to increase 
their capital grows apace. 

Thus accumulation of capital brings with it the growth 
of the wealth of a handful of capitalists The surplus value 
created by the labour of the woiking class becomes a source 
of the increasing power of the exploiters With the ac¬ 
cumulation of capital the degree of exploitation of the work¬ 
ers increases Thus, under capitalism, the working class 
with its own labour creates the conditions for an ever 


greater degree of its own exploitation. 

With the accumulation of capital the living conditions 
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of the working class become steadily worse, the degree of 
their exploitation increases. 

All this IS an inevitable result of capitalist accumula¬ 
tion. The more capital the capitalists accumulate, the more 
they expand pioduction, introduce new machines, the more 
poverty and unemployment spiead among the working 
class 

This IS the geneial law of capitalist accumulation dis- 
eoveied by Maix, and it is of immense significance for an 
undei standing of capitalism, for an understanding of the 
direction in which capitalism develops. 

Marx defines the geneial law of capitalist accumula¬ 
tion as follows 

“The gi eater the social wealth, the functioning cap¬ 
ital, the extent and (‘iieigv of its giowth, and, theiefoie, 
also the absolute mass ot the prolctaiiat and the pro¬ 
ductiveness of its laboui, the gieatei is the industiial 
reset\e aimy The same causes which develop the ex¬ 
panse e pow ei of capital develop also the labour power 
at its disposal The relative mass of the industrial re¬ 
solve aimy inci oases, thorefoio, with the potential en¬ 
ergy ol wealth But the gieatoi this rosoive aimy in 
piopoilion to the active labour aimv, the greater is the 
mass of a consolidated suiplus population, whose misery 
IS in inveise ratio to its toiment of labour. The more 
extensive, finally, the huai us-layers of the woiking 
class, and the industiial leseive aimy, the gieater is 
official paupeiism IVtis is the absolute geneial law of 
capitalist accumulation ” * 

Maix fuithei says about this law* 

“ within the capitalist system all methods for 
raising the social pioductiveness ot labour aie bi ought 
about at the cost of the individual labourer; all means 
for the development of production transform themselves 
into means of domination over, and exploitation of, the 
producers; they mutilate the labourer into a fragment 
of a man, degrade him to the level of an appendage of 
a machine, destioy every remnant of charm in his work 
and turn it into a hated toil; they estrange from him 
the intellectual potentialities of the labour process in 
the same proportion as science is incorporated in it as 

Maix, Capital, Vol I, pp 659-60 
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an independent power, they distoit the conditions un¬ 
der which he woiks, subject him duiing the labour pro¬ 
cess to a despotism the more hateful for its meanness; 
they transform his life time into working time. . But 
all methods foi the pioduction of surplus value are at 
the same time methods of accumulation; and every 
extension of accumulation becomes again a means for 
the development of those methods It follows thcie- 
fore that m piopoition as capital accumulates, the lot 
of the labourei, be his payment high or low, must grow 
woise. The law, finally, that ah\a\s oqiiilibiatcs the 
relative surplus population, or mdustiial icserve army, 
to the extent and encigy of accumulation, this law riv¬ 
ets the labouiei to capital It establishes an accu¬ 
mulation of miseiy coriespondmg with accumulation 
of capital Accumulation of vv ealth at one pole 
is, therefoie, at the same time accumulation of 
miseiy, agon> of toil, slaveiy, igiioiance, biutality, men¬ 
tal degiadation, at the opposite pole, ? r . on tlie side 
of the class that produces its own pioduct in the foim 
of capital ” 


Thus we see that to the extent that capital is accumu¬ 
lated the conditions of the woiking class must become 
. , vvoise This geneial woi selling of the 

Impoverishment ol conditions of the pioletariat is bi ought 
the working class.* ® 


about not only by means of loweiing 


wages Unemployment spieads and becomes more fiequent, 
more often affecting each individual woikcr, each member 
of the woiker’s family The laboiu of the woikei becomes 
moic intensive and as a lesult the woikei ages soonei and 
often becomes an invalid The age limit at which a woiker 
is thrown out of capitalist enterprises becomes lower and 
io\*ei 


Capital buys out small groups of woikers which it 
turns into its faithful seivants A privileged upper sec¬ 
tion of the proletariat is created—a woikers' aristocracy. 
The capitalists pay certain groups of skilled workers highly, 
out of the tremendous profits derived fiom the colonies, at 
the expense of an even more brutal exploitation of the vast 
maj'ority of the working class This upper section of the 
proletariat, bought and debauched by capital, furnishes 
the mam forces for the traitorous Social-Democratic par- 


Ibtd. pp 660-61 
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ties, which aie the most faithful bulwarks of capitalist 
supiemacy. 

A gieat pait of the highly paid sections of the woikers, 
howevoi, expel lence a coiislaiit insecuiity in then positions, 
an unceitaintv about the moiiow Capitalism me\itably 
leads to a woisemng of then conditions 


The impovei isliment ot the woiking class leaches its 
utmost limit in times ot < > ists A cil--is exposes and tyhary- 
cas all the (<>rt{i uflictions of capitalism. 
Impo^enshnieni The pioletaiuU is ledufod to the most 
of the proleiariat oxtienie deglee ot impoveiishment. 
and . .11,to, ^ cuitadmcnt ot 

of Vi production and thiows millions of 

^ wolkeis onto the stieet The wages of 

those ^\l1o tomain at woik aie i educed 

The piesent ci isis is the deepest and sharpest of all 
ciises CM'i expoiieiued by capitalism The capitalist sys¬ 
tem, dying, and decaying while still ali\e, dooms tens of 
millions ot people to impiecedented toituies Unemploy¬ 
ment has 1 cached monstious piopoitions To the unem¬ 
ployed we must add the \ast aimv of those who w’oik part 
time and leceue a eoiicspondmglv low wage 

The iiiesi’iit ciisis biought a colossal ieduction in wages 
in all capitalist countiies without exception. Attempt¬ 
ing to .shitt the entno biiidon of the ciisis onto the shoul- 
deis ot the w'oiking class, the capitalists of \arious coun- 
tiios Mo with one anothei m ieducing w'ages, bringing them 
to paupci limits, making it impossible foi the w'oiker to 
satisfy e\en his most luessing needs The luiiig standard 
of the woikiiig class, e\en in the i idlest capitalist coun¬ 
tiies, has gone down dunng this ciisis in the most unbe¬ 
lievable fashion 

A ti emendous number of facts bear witness to this A 
30111 iialist who imestigaled conditions of the miners in 
England, writes 


“If you should visit the homo of a miner in South 
Wales 01 Uiuham, you wmiild find that all the fuiniture 
that w'as bouglit in bettoi days has been sold A boai d- 
er has been taken in to help meet the rent payments; 
but most lu’obablv this boaidei has lost his 10b and 
cannot pav a farthing If the father of the family 
wmrks, the son is sure to be unemployed; or the reverse, 
if the son works, the father has lost his 10b Eveiw- 
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thing that could possibly be pawned has gone. There 
IS hardly a minei who can allow himself the luxury of 
getting any clothes for himself, his wife oi his chil- 
dien They can only change then clothes if they hap¬ 
pen to buy some old lags which the mothei can some¬ 
how patch up ” 

Once libiaiies wore built and theaties opened in minors 
settlements on funds furnished by the mineis themselves. 
Now the hbraiies can pm chase no books and the theaties 
aie closed 

In ceitain other blanches of mdustiy in England the 
woikeis are m an e\cn worse state. An even more hopeless 
pictuie IS piesented by the textile woikeis of Lantashne. 

Even when woikmg at full capacity (ic, foiii looms 
to eveiy weaver), the avciage wages of a weavei in the 
last few yeais did not exceed ol shillings and 6 i^ence a 
week. But in most cases a weaver woiks on onlv two 
looms and, in Beverly for instance, the weekly wages of 
a weaver vaiy fiom 15 to 20 shillings These wage’s can 
be made, however, only if good law mateiial is av.iilable 
Undei the conditions of the ciisis, the employ eis use all 
kinds of infeiior raw material ITence, the wages of the 
weavei s fall more because of this Data collected in the 
couise of many official investigations speak clociueiitlv about 
the poveity of the Lancashire weavei s Thus, tor example, 
the 19.11 investigation in Wigam showed that hundreds of 
woikers live in houses condemned by the city building com¬ 
mission as “unfit for human habitation ” In Bolton such a 
commission established that most of the houses inhabited 
by woikeis aie “in the immediate vicinity of the city 
dumps, garbage heaps, filth, or cattle yards, suiiounded 
by mountains of manuie” 

In the United States in the years of the crisis the av- 
eiage weekly wage in industry was i educed as follows 


Y ear'. 

Wage', 

{w <ioUur‘i) 

1929 

28 5 

1930 

25 8 

1931 

22 6 

19.32 

17 1 

19.33 

17 7 


The- year 193.3 seems to show a certain increase m 
wages, but it is only an apparent increase In point of 
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fact the increase in the cost of living in this period was 
considerably higher than the increase in nominal wages 
According to the greatly undeistated official figuies, the 
cost of living rose by 7 per cent in 193o in comparison with 
1932, but according to the figuies of the Laboui Reseaich 
Buieau food prices rose by 18 per cent in 1933 The no¬ 
torious “National Kecoveiy Act" passed by the Roosevelt 
government brought about a still luither woisening in the 
conditions of life of the woikeis 

In fascist Cermany the conditions of the woikois aie 
going tiom bad to woise Lotteis ot Ceiinan \\oikeis 
give an idea of the \iitually penal conditions which the 
fascists have mtioduced into the entci puses This, loi 
example, is what one woiking giil w^iites fiom the factoiies 
of the lamous intei national him ot Siemens to a Geiman 
papei abioad. 

“In the pi ess shop of the small factoiies of Siemens- 
stadt the ivoi king conditions ai e tei i ible With fn e W'ork- 
ing days per week, on piocewoik, wages icach fifteen 
niaiksattho veiymost Theie are instances wheio a girl 
IS only on four davs a week and in this time diaw's 9 
maiks all told Under such conditions theio aie in all 
only 2 maiks left to live on, seeing that maiks go m 
lent and 2 maiks foi faies The speed of the w'oik 
IS frightful The maioiity of the w'omon cannot keep 
up with the conditions of the piecowmik The time 
needed foi bunging and sending back matciial, lor 
figuimg out the woik caids, for seeing to defects in 
the machine, foi having breakfast, etc , is not taken 
into account ” 

The following hguies show' the degree of impoveiish- 
ment of the w'oikmg class in the United States dm mg the 
crisis. The index numbeis of those employed foi w'ages 
in industry and the total sum paid them in w'ages for the 
years of the ciisis (index numbei 1923-25^100) are given 
below. 


Month and ycai 

Number of ivoiler^^ 
emp!o}fed 

paid out m 

wntfCs 

Amount 

May 1929 

105 3 

112.9 

May 1930 

94 8 

95 4 

May 1931 

80 1 

73.4 

May 1932 

63 4 

46.8 
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From those figui es it can be seen that in May 1929, t.e, 
befoie the tiisis, the number ol woikeis employed was 
neaily the same as in 192,>-25, but that wages wcie some¬ 
what highoi Then a catastiopliic fall begins in which 
uages fall at a much moie lapid late than the number of 
workeis emploi od This means that the sum paid out in 
wages falls, loi two leasons 1) because ot unemployment, 
and 2) because ol the i eduction iii the wages ot those em¬ 
ployed Foi Ihiee jeais ot the ciisis the numbci employed 
was 1 educed -h) pel cent while wagt's fell (>0 per cent. 
Thus wages weie cut in half duiing this peiiod 

In the United States the living conditions of the mil¬ 
lions of unemploved, v\ho leceive no help tiom the govein- 
ment, aie paiticulaily hoirible Thousands ot unemployed, 
dispossessed loi iion-pavment ot lent, tiamp the roads, 
electing camps neai the laigei cities These camps ot the 
unemployed in Ameiica aio called “)unglcs” One bour¬ 
geois magazine desciibes a camp located in the swamps 
near Stockton, Calitorma, as follows 

“When we saw the camp,” the wiitcr says, “smoke 
was using fiom the tents elected by vaiious gioups of 
unemplo 3 ’cd Eveiy little gioup nas busily piepaimg 
its food The whole pictuie was fantastic hoic, fiom 
wdiere one could sec the citj'^ wuth its stoies, its giain 
elevatois filled with giain, at one end, and the sugar 
lefineiy, at the othei, with its warehouses filled with 
pioMSions all along the docks, those people, willing to 
woik, weie laking in the lefuse throwm out from the 
waiehouses, w'eie cleaning half-iotten cauots, onions 
oi beans and cooking them in old tin cans which they 
had picked up “ 

The authors end then desciiption of this picture of des¬ 
titution w’lth the following woids 

“We have ahvays been taught in the good old Amer¬ 
ican w^av that ours is a free country. It is really free: 
these people are free to choose any one of three alter¬ 
natives to steal, to die of starvation or to turn into 
animals feeding on refuse ” 

The bourgeois lournalists forgot one other alternative, 
the 1 evolutionary struggle of the proletariat against the 
domination of capital 

An unprecedented increase in the number of suicides. 
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the phenomenal spiead of all kinds of diseases, innumei- 
able cases of death from staivation—these aie the results 
of the inhuman living conditions into which capital forces 
millions of people Moitahty and disease among the chil- 
dien pioceed ('siiecially lapidlv 

But il such IS the degice of impo\eiishment of the pio- 
letanat in the iithei capitalist coiintiies, the conditions in 
the backwaid capitalist toimtiies aie still woise In this 
lespect Poland otfeis a giaphu example Ib-cently the lu- 
sult of an iiuestigation of 201 Waisaw tamilies of unem- 
ploted was published This investigation w.i-, conducted 
by a bouigeois oigani/ation that is lai he i sympathetic 
to comimiiiisin The families investii-ated weie those of 
skilled woiUeis The lepoit of the imestigation leads 

“It must bo stated that in the vast majoiitj of cases 
the food was bcIow' staivatioii minimum Ileic aic ex> 
amples a moultloi’s lamih consisting ot toui people 
spends 12 .iloti (.ibout $150) a week on food They 
eat twite a da\ potatoes, cabbage, Inead Tlicv do 
not liuv meat oi milk at all A tailoi's faniilv consist¬ 
ing of six iietsoiis had not eaten an\thing in tluee 
(lavs at the time the commission visited it, thoie was 
also no fuel, no keiosene In aiiothei tase a family of 
foul jieisoiis had not had a cooked meal ioi a period of 
thiee wei'ks Then onh lood was bie.ul ami tea A 
famih of an uneniploved woikei lues on the eaiinngs 
of the wife who peddles fiKlivh on the sheet Her 
<’ainiiigs amount to 1-1 5 /loti (about 15 cents) a da>, 
and this is tlie (»nh souici* of income of a familv' con¬ 
sisting of t(Mi pi’isons “ 

Summing uii. tlu’ lepoit state's 

“The pi mcipal food ot the unemploved is potatoes 
and (abb.ige, moie laielv biead <uid tea. occasionally 
ceK'.il, \t'i\ laii-iv macaioni. etc, vegetables Of the 
201 lamilu's iiuestig.ited, mc'at is eaten oiiK by 20 fam¬ 
ilies once a wc'c'k ’’ 

Mattels aie even woise with lespect to clothes The 
repoi t says 

“The gieatest slioitagi' is felt in shoes and outei 
clothing Foi iiKstaiue, an uiK'mploved bakei's family, 
consisting of six pel sons, has no shoes whatever When 
he leaves the house, the father ties a pair of solos to 
his feet with stiing, the chilclien do not leave the 
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house In another case two diikhen ha\e one coat The 
niothei takes the voungei one to school, takes ofl lus 
coat, luns home and chesses the oldei box The same 
pioceduie is repeated wlien the childien have to come 
home fiom scliool ” 

About the teiiible housing conditions ot the unemploy¬ 
ed the lepoit telK the tollowmg 

“]\Iost oi the homes mxestigated do not satistx' the 
iiic'st c’lc'mertaix leiiuiiements ol hxgiene” 
lIc'K' aie some chaiattei istic examples 

‘The' lionic' is in a cc'llai Walei chips clown the 
xxails The llooi ol the hallwax IcMchug to the home is 
alwaxs unclei thicv teiUimc'ties ol v atc-i Thiee adults 
and toil! childien hxe m this loom In a numbei of 
cases, moie than ten pc'isors c)c..upx one loom Ot !)29 
poisons questioned, oiib l‘tJ sleep m sepaialc> beds. 
This includes elc'xc'ii ihmsous who slecq) on the' lloor, 
loiuteeii childien sleeping in cii)-.. and iimc' childien 
sleeinng on tilinks, bemhe-s oi chans The ma)oiity 
sleeps two, thiee and moie peisons in <i bed In nine 
cases it Wc’s c-stabhshed ih.il fi\c‘ pi'isciiis slec-p iii one 
bed, and in thicx ( ises oxen six in a bc'd " 

Despite ceitain incieasos in industi nil piodiiction, the 
numbei ol unemploxed in Pokind in the* pic'sc'iit xc\ii is 
highei than in tiu' piexious \c'ai In Jaiuuu \ IhW, the 
numbei of iinemploxc'd on the ic'gistai ol the' Laboui Ex¬ 
change was llO.OUci, in the spiiiig ol IdU it was r)(),()()0. 
but exc'u accoidiiig to the exidc'iice ol the bouigeois nexvs- 
papeis, the actual numlioi ot unemployed OKcec'clecl a mil¬ 
lion and a halt The total \x ages actually paid out to the 
woikeis 111 big mdustiy amouiited (accoiding to official 
data) to 1,61"),9:17,000 zloti in 1929, and to onlv 797,8:10,000 
zloti in 1992, a cuitailmeiit of pei cent (Tlieie are no 
official figuies loi the jeais 19 5 1-94 as yet ) The eight- 
houi day has been abolished A seiu's ot new fascist laxvs 
have depiivc'd the xxmiking class ol its small gains in the 
field of unemployment and health insuiaiuc', accidc'iit and 
disablement benefits, etc 

Capitalist “iationalization,” that is, the luthli'ss sweat¬ 
ing system, cncouiaged by the gox'einmcnt and intioduced 
by the employeis m the factoiies and mines, has lesulted 
in an unpreccndeiited inciease of accidents in industiv It 
IS sufficient to state that in the mining industry alone, in 
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the yeais 1927 to 1932, accoiding to official figures, 1,039 
miners weie killed, 7,471 seriously mimed, and 97,331 sus¬ 
tained geneial iniuiies—out of a total iiumboi of slightly 
o\er 100,000 men woiking in the coal industiv m these 
>ears 

In Jap,in in Uie coal mdustiv the daiK uage of a man 
111 1930 wa'i 1 72 >en and in 1933, I 11 ieii, the wage ol .i 
woman in loio ^vas 1 12 yen and in 1933 0 73 yen Chil- 
dien woikinji as ludixus iecei\e fiom 1 to 10 yen pel month. 
In the textile in(liisti\ of Japan, wheie giils often \yoik 
as long ,is 111 teen hoiiis a day, tlie\ iec(‘i\e fiom thiee to 
fi\e sliilliii'is ,i \\(ik and a place in the fattoiy bariacks 
The t()ri(i\,ing (‘l()(,ueut item aiipoaiofl in a Japanese 
newspapei in Den'inbei 193 > 

“A gioup ol ten gills wei(‘ detamed b\ the polite. 
In si)it<‘ ol the (old the\ wei(> wand«'iing about in then 
sunimei a])paiel At the ('\aminalion it tianspiied 
that th(w h,id uni awM\ tioni a \\('a\ing mill, as the\ 
could no loiigei endiiie the aiduous leginu' oi a woiking 
(ku ot III teen houis without a bieak, and tin* bad con¬ 
ditions When then W(*ie adxised to letuin to the mill, 
the gills lejilic'd they would i.itlu'i die ” 

Siniilai news ib'ins in tin* Tapam^se papeis aie fie- 
(luenth seen 

REVIFW QI 1 sTIONS 

1 In what u*sp('i*t <loos the \ line of l.ihmii powci JifFci fiom 
the \dluc of othoi commodities*’ 

2 How docs the loim of w help to ma^l, capitalist exploit¬ 
ation ’ 

; Wli.it is till sii*iiificaniI of the stiuE:e:le of lahoiii unions 
iindci (.apitalisin 

A Undei what londitions is it nioie adcantag'cous foi the 
lapitalist to pay on the basis of timew’oik and under what 
londitions on tlio basis of piecewoiK’ 

> IIoiV IS the uillcicnc ‘ in the latcs of wacres in different 
count!les to be explained' 

() W hat }ri\es use to the existence of a leseive aim\ of laboui ’ 

7 What IS the effect of the geneial law of capitalist accum¬ 
ulation*' 

S What c.iuses the impoxeiishment if the woiking class un¬ 
der caintalism*' 



CHAPTER VI 


Divifiion of Surplus Value Among the Capitalists 

We aheady know that i^iuplus vahuc is cieated only by 
the labour of ivotkcts. But the vaiious enterpiises do not 
. employ the same numbei of woikers. 

Equalization of Moieo\ei, the gieatest number of men 
the rale of proBi employed by the entci- 

prise which has the greatest capital investments. Let us 
take two capitalists, each having the same amount of cap¬ 
ital—a million dollais One has built an elettiic power 
station equipped with all the latest inipio\ementb The 
other has opened up a stone quaiiy wheio much manual 
labour is lequiied Only fifty workeis arc employed at 
the electiic powei station wheieas live hundied aie em¬ 
ployed at the quaily The question aiises will the ow’nor 
of the quariy get ton times moio pioht than the ownei ot 
the electric power station‘d 

We know that for capitalism the aim ol piodiittion is 
to make piofit If operating quaiiies (with tlie same out¬ 
lay of capital) were moie piofitable than opeiatmg elec¬ 
tric power stations, many loiturie hunteis w'ould bo found 
who would go into the quarry business On the othei hand, 
few would care to invest their capital in electiic power 
stations But we already know now what this would lead 
to the price of quairied stone would diop and the pnee 
ot electric power would use The question may, howevei, 
be asked, what aio the limits within which these puces 
may range’ 

Let us assume that prices have changed to the extent 
that both enterprises yield the same profits Will puces 
still change’ Obviously not Theiefoie no ownei of an 
electric power station will find it moie profitable to go into 
the quarry business' both enterpiises have the same advan¬ 
tages 

Capitalist industry consists not of one or two enter¬ 
prises, however, but of a tiemendous number of plants, fac¬ 
tories, etc. The amount of capital invested m each one of 
them IS, of course, different But all these investments 
differ among themselves in their orqana compo'^dion, %e, 
m the relation between constant and variable capital The 
greater the constant capital in conipai ison with the \ai lablo 
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capital, the higher the organic composition of capital. On 
the contrary, one speaks of a low organic composition of 
capital when the variable capital is greater in comparison 
with the constant capital. 

We can therefore say that the electiic powei station 
is characten/.ed by a htffh otganic composition of capital. 
In other enterprises we shall find, on the contrary, a low 
organic composition of capital In which cases will this 
be*' It IS not difficult to answer this question We find a 
fo/v oiganic composition of capital whenevei many workers 
aie employed while the cost of buildings, machmeiy, etc., is 
not very gieat Let us take, foi example, a contractor 
making embankments, etc , for a railroad constiuction job 
—his expendituie ot constant capital is not very great he 
buys some wheel-barrows, picks and shovels, and that i» 
all But he will employ many labourers* the greatei part 
of his capital will go for the hiring of laboiii power 

Since surplus \alue is cieated only by the laboui of the 
workeis, enteipuses with a low oiganic composition ot cap¬ 
ital appeal to bo the most profitable But the stiuggle 
for profits among the capitalists leads to the equalization 
of profits with the same amount of capital iinested The 
ratio of the prolits of the capitalist to the amount of cap¬ 
ital inyested is called the rate of profit t'o! instance, if 
by investing a million in an entei prise the capitalist gets 
piofits to the amount ot a hundied thousand, his rate of 
profit IS one-tentli, or 10 per cent Competition among 
the capitalists leads to the law of the genoal or avciage 
rate of piofit. This law', like all the law's of the capitalist 
system, enforces itself amidst ceaseless fluctuations in the 
struggle of all against all 

We shall show in an example how' the late of piofit is 
equalized in capitalist society. P’or the sake of simplicity 
we shall assume that there aie only three capitals (oi thiee 
groups of capital) in society, all of the same amount, but 
differing in organic composition Let us assume the amount 
of capital 111 each to bo 100 units The fiist consists of 70 
units of constant capital and .SO units of \aiiable capital 
the second of 80 constant and 20 \ariable, and the thud of 
90 constant and 10 variable Let the lato of suiplus value 
in all three enterprises or groups of entei pi uses be the 
same and cxiiial to 100 per cent This means that every 
workei works half a dav to eain his w^ages and the other 
half dav foi the capitalist In tins case the suiplus \aluo 
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obtained by each cntoipiisc will equal the amount of vari¬ 
able capital, i e , in the hist--:U) units ot suiplus value, in 
the second—20, in the thud—10 If <ommodities ])ioduce>l 
in capitalist enteipiises would sell at then value, then the 
fust enterpiise would get dO uiuls ol piolit, the second— 
20, the thud—10 But the amount ol capital invest eel in 
each of the thiee is the same Such a Mtuation woukl be 
very w’elcome to the lust c.ipitalist, but not at all so to the 
thud In such a case it is moie advaiitajii'ous ioi the cap¬ 
italist ot the thud gioiip to tianslei to the lust Jttouii This 
leads to competition amoii{» the tapitalists in the (u st uioup 
vvnicn compels them to lowei piicc‘s and at the s.uue tune 
gives the capitalists in the thud gioiip tin* ]>ossil)ilitv ol 
laising puces, so th.it the piolH in all thioe gioujis is the 
same 

This couise ot eqiiali7alion in the lates ol piolit (.in be 
shown mine giaphicallv m the lollowing tabul.ition 


Lnpital 

Comtant 

V'ai labli 


1 ahic of 

Salts I’u 

1 1 liaii of 


Capital 

( apital 

1 aim C 

out III milt ir- 

5 of Com 

- I'lOllt (l>l 





1‘kkIii(i’iI 

motltfii- 

< pi Iff iitaip ) 

I 

70 

:’>o 

>0 

j.do 

120 

JO 

11 

80 

20 

20 

120 

120 

JO 

Ill 

90 

10 

10 

110 

120 

JO 

Total 

210 

(50 

()0 

IGO 

hio 

JO 


Besides the difleience in the oiganic comjiosition of 
capital the amount of suiplus value s(iuee/(‘d out ol tlui 
woikers also depends on the .vpm/ of fnmorci ot (nptfnl 
If twm capitalists have the same amount of capital and if 
the organic composition of then capital is tlu' same, the 
one whose capital tin ns over moio quicklv will be able to 
squeeze out more suiplus value Let one have a turnover 
once a yeai and the other three times a v^eai It is twi- 
dent that the second one will be able to hue thiee times 
as many workers and squeeze out thieo tinu>s as much sui- 
plus value On the whole, this diffcience is also equalized 
by the same law of the average late of profit, which takes 
effect through competition among the capitalists 

But this means that commoditu's in capitalist society 
are sold, not at their value, but at puces which vary in 
some way from their value And actually under capital¬ 
ism commodities are sold at prices fluctuating about their 
cost of production. The cost of produ( tion of a commodity 
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consists in the amount spent on pioduction plus aveiage 
piofit on the capital invested 

“I’lolit IS tli<‘ latio between the suiplus \alue and all 
the capital in\c*sted in an undeitaking Capital wuth a 
‘high oig.iinc composition’ (i r , with a piepondeiance 
ol constant capital o\ei variabh* (apital to an extent 
aljo\(' llie social a\(‘i.ige) \K*lds a less than a\eiag<‘ late 
ol pi()li1, c ipital with a low<*i oiganic comiiositioii, 
\ ii*I(is a inoK' than axeiagc late ot pioht Competition 
.iniong the capitalists, who an* tiec* tr» ii.instei their 
capil.d liom one' biaiith o( nioduction to anothei, le- 
diices th(' i,iU' o( piolit in Ijoth ca-'os let the axciage The 
sum ol (he \,due's ol all the' commodities in a gi\en 
soc ic'tv coituuh's witii the sum total of pi ices oi all 
the commodities, but in seji.uate iindc-itakings, and in 
sc'p.ii.itc' bi.uichc's ol pioduction, as a lesiilt of compe- 
titicni, commodities .ue sold, not m accoidance with 
thc'ii \,dues but in <ucoidance' with the ])iices of pio- 
diietioM (oi pioduction piicc's). winch aie e'ciual to the 
e\p('n(U'd eapit.il plus the' aceiage piolit 
T’ndc'i c.ipit.ihsm, eommexhtu's aio sold not .it then 
\alue, but <it the pi ice oi pioduction Does this mean, 
howoNc'i, th.it the i.iw ol x.iluo has no loice in capitalist 
pioduction’’ Not .it .ill Wc must lemcmbei that the 
puce ol pioduction is onlv a (hffrtrnf fotm ot taliir 

Some' c.iinlahsts sell then comniodilu's aboxe then \al- 
ue, othc'is helow, but .ill the' capitalists taken togethei le- 
cc'ue th(' lull xaliK' ol .ill the' eonimodities. and the total 
piohts ol lhe> enliie' e.ioit.ihst cl.iss aic' expi.il to the suiplus 
value inoducc'd Iw' all the unpaid soci.al lahoui Within 
the ti.imowoik ot the wliole of societv the sum total ot 
pioduction piues IS eipial to the sum total ot the values of 
the commoditK's, and the sum total of piolits is equal to 
the sum total of uiip.iid laboin of the vvoikeis A lecluction 
in the value ot commodities loads to a leduction in their 
price of pioduction, whereas an inciease in thou value 
leads to an incicasc in then pi ice of production It is in 
this wav that the law of v.ilue has its effect through the 
price of pioduction 

“In this wav the well-known and indisputable fact of 
the diveigencc betw’ccn piiccs and values and of the 
equalisation of profits is fullv explained bv Marx in 

Lenin, M<i}x-Kutjcl'.-Marxism, “Kail Maix,” pp 21-2 
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confoimity with the Uw of value, foi the sum total of 
values of all the commodities coincides with the sum 
total ot all the puces ” * 


The capitalist conducts his enteipiise loi the sake of 
the profit he deiives fiom it Piofit is the moti\e power 
, , 3f capitalist industiv The develop- 

Tendency towards capitalism, however, inevitably 

lower rates of 

P™*" pioht 

Profit IS the mass of surplus value taken with lespect 
to the entile capital inv'ested in the entei pnse The late 
of piofit IS the ratio of the gams of the ca])italist to his cap¬ 
ital But w'e know that the amount ol sin plus value is 
detcimined by the amount ol vaiiable capital, that is, by 
that pait of capital which goes lor the lining of labour 


powei 

The oiganic composition of capital, how'ovei, is contin¬ 
ually changing wuth the development ot capitalism, continu¬ 
ally becoming highei With the growth of technical im¬ 
provements, the amount ol law mateiial, machmeiv and 
equipment of cntci puses becomes constantlv gieatei, and 
that part of the capital which goes to pav loi drud labour 
glows at a consideiably moie lapid rate than the vaiiable 
capital, which goes to pav loi hre laboui 


But uiidoi capitalism the toiisequeiice of a higliei or¬ 
ganic composition ot capital is the inevitable tendency to- 
waids a low'ei late of piofit Each individual capitalist, 
icplacing v.oikeis bv machineiy, cheapens inoduction, 
broaden^ the maiket foi his commodities and stiives to 


obtain a gieatei piofit fot htni'fclf This is self-evident, 
othcnvise he would not install machinoiv But the de¬ 


velopment of technical impiovements, expiessiii}* itself in 
a highci oiganic composition of capital, calls toith lonse- 
quences wdiicli aie bei/ond l/ir i)oi< n of the mdiMdual cap¬ 
italist to lemedv This conseipience is Ihe tendem ij toirntds 
alov'ei (jeneud {or ai emr/c) inie of profit 


“An inciease in the piodiutivity of laboui means a 
moie lapid giowth ol constant capital as compaied wutli 
vaiiable capital Inasmuch as sui plus value is a func¬ 
tion of vaiiable capital alone, it is obvious that the rate 
of piofit (the lutio of suiplus value to the whole capital. 


•* Ihnl , p 22 
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and not to its vaiiablo pait alone) has a tendency to 
lall Maix makes a detailed analysis of this tendency 
and of the ciicumstances that incline to favour it or 
to countci act it ” ‘ 

Among the counloactnuj circumstances comes fiist of 
all the mo case in the nite of eiploifafwn of the workeis 
It must fuithm bo kept in mind that with the increase ot 
the pioductivitv of laboiii, the 'inlue ol machinoiy and 
equiiiment, etc, falls II one woikei used to opeiate two 
looms and now opeiales sixteen, it is netossaiv to leniem- 
bei that now the \alue ol the looms is lov.ei 

Sixteen looms do not cost eight times as much now as 
two did foimeilv, but only h\e oi pel haps foui times as 
much Hence, the fraction of constant capital that falls to 
one woikei is not eight times gicatci than it was, but only 
fi\e Ol ioiii times gieatei Theie aie also othei causes for 
the 1 etai dation ol the fall in the i ate of pi ofit 

It must also be undeistood that the ieduction m the 
rate ot piofit does not signify a dceiease in the mass of pio- 
fit, that IS, in the full amount of suiplus \alue squeezed out 
of the woiking class On the contiaiv, the mass of capit¬ 
alist piofit glows stcudilv because capital continues to 
grow, the mass ol woikeis who aie being exploited incioas¬ 
es, the (U'gieeol exploitation bc'comos gicatei 

IIowcwoi, the londencN tow aids a lowei late of profit 
still exists and exeits a poweiful inlluence on the ontiie 
dcnelopment ol capitalism This tendency towaids a dc- 
ciease in the late of piolit tpeathi '^haipens the (ontiadic- 
tions ot (apitahsm The capitalusts tiv to coimteibalance 
the lalliiig oil m the late of piofit b\ iiu leasing the exploi¬ 
tation ol tile woi keis, which icwds to a iiumbei of contiadic- 
tions between! the piolcdaiiat and the bomgc'oisio The fall 
111 the late ol piolit shaipens the stiuggle within the camp 
ot the capitalists In oidei to sa\o themselves liom this 
tendency capitalists establish ontoiprises in backw'ard coun- 
tiies, where hands aie cheapei, the late of exploitation is 
higliei and the oigamc composition ot capital is lowei than 
111 th(' highly indiisti lali/cnl coimti les In addition, the cap¬ 
italists combine in all Kinds ot unions (ti lists, caitels, etc ) 
111 oid('i to ke(>p piuc's at highei lew els, tiMiig thus to in- 
ciease then piotits, to keep the late of piotit fiom tailing. 
Dining pel lods of ciisis. when all the contiadictioiis 
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ot capitalism glow most atiilo, the contiadictions caused 
by the tendency loi the late ol piofit to tall become cleaily 
appai eiit 


As we have ahead\ said, imdei capitalist economy 
things aie piodiiced not foi immeduite use, but toi sale 
,, ... .Hence the tioublos ol the enticpicncur 

the commodities hav o 
audits income pioduced thev have vet to be 

sold The capitalist has to sell the commodities In- has ino- 
duced in order to tuin his capital into nionev ,igain 

Under developed capitalist economv tin* pioducei does 
not wait foi the consumoi to come to him toi the coninunl- 
ities As a lule, the manufactuier sells his goods to an 
nitci media) {/ aioiJunit (middleman) and the latt(M man¬ 
ages the fuithei movement of the commodities to the con- 
sumeis, to whom they will bo sold 


Eveiyone knows that ioi tiado, capit.il is necessaiy 
Without means the meichant cannot lullil the I unction of 
bunging the commodities to the puichasei, the lonsumer 
If the mdustilalist had to sell his goods himselt he would 
have to expend a definite amount of capital on eiiuipping 
a stole, hiiing cleiks, etc Hence, the indiisti lalist lets 
the meichant take caro of this, giving him a shaie of the 
piofit 

The piofit of commercial capital thus consists of pait 
of the surplus value which the industrialist concedes to 
the meichant Expending a certain amount of capital, the 
meichant must icceive the usual rate of piofit on his cap¬ 
ital If his profit is less than the average it will be unpio- 
fitable to engage in commerce and the merchant will tians- 
fer his capital to mdusti v 


The merchant not only selves as an mtermediaiy for 
commodities produced at capitalist plants and factoi los, he 
also buys commodities fiom peasants, aitisans .and handi¬ 
craftsmen 

Til some village, sav, the locksmith trade has flouiish(*d 
for ages The handicraftsmen themselves find it diflicult 
to locate a maiket foi then pioducts, then immediate le¬ 
gion already has a sufficient supply ol locks A buyer 
comes, who purchases a big lot, takes it to another nait of 
the country where he sells it advantageously In selling the 
locks the buyer leceivcs their value, while the puce for 
which he purchased them from the handicraftsman was 
very low Part of the difference between the sales prices 
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and the pin chase price goes to pay vaiious expenses pack¬ 
ing, tianspoiting, etc The iemaind<‘r constitutes his pro- 
lit, the gain leccived lioni the tiade Thus commeicial 
capital exploits the small independent commodity produc- 
eis, giadually tiaiisioiming them into its woikmen, woik- 
ing at home In this w.iv the meiihant exacts his inolit 
liom simph' commodity pioduction 


I'lidei modem capitalist economy tiade is not earned 
on only with <.itides of consumption On the cuntiary, a 
tienumdoiis numbei ot commeicial deals 
Poiins oi com- ^ tiansacteil with commoditu's which 

mcicc, spccu ation needed loi tuithci pioduction or 


iOi tianspoit 

A ti'xtih* mill bills cotton, co.il maclimiMi, looms, dies 
A machine-building plant bins toal, non and machinery 
liailio.ids bill last (piantities ot lails, ties, i,iilioad-cais 
and loiomotiies 

It is necessaiv to distinguish between ivholi'sale anti 
let.iil tiade The manulactuiei customai ill sells his goods 
to <i whok's.dei The wholesalei lesells the goods to sinall- 
ei tiadesmen who, in then tiiiii, sell thi'in letail to the ton- 
sumi'i 

The sti lit lute oi the ti.ide appaiatus in capitalist coiin- 
tiies IS leii (omi)lex T>ig deals a»e tiansacted at piodiico 
exchanges Somt* commodities pas^ thiough a numbei ot 
haiuls neloie coming to the ultnn.ile coiisumei The pai- 
ti( plants in these deals and lesales olten do not I'len see 
lli(’ comiiiodities usualli onli walehouse leceipts aie sohl 
\ huh ineieli tonliim the pieseiue ot the commodities aiul 
toil lei the light to leteiie them It is deal that not all 
goods can be dealt with in this ivav, loi this it is necessary 
tliat the goods be ot stiict imitoiinitv, that the (iiialitv be 
e,isili est.iblished and noted in the coi lesiiondmg waie- 
lioiise dotiiiiK'nts 

Fietpientli, mei chants bin goods at the piodiice ex- 
changt* not loi the pm pose ot selling them to the consumer 
but onli because they expect a use in the maiket pi ice so 
that it ii’ill be possible lor thcrni to exact a piofit on the le- 
sale of these goods Actually, prices fluctuate, dependent 
upon a number of causes ivhich it is ditl’icult or simply im¬ 
possible to foi eseo Let us sav that at the beginning of the 
summer a good haivest is expected and the price of gram 
falls; if later the harvest suddenly seems to be worse than 
was expected, there is usually a sharp rise in gram puces. 
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This cieates the oppoitunity for speculation. Specu¬ 
lation IS insepaiablv bound up with the whole nature of cap¬ 
italist commeice The gain which falls to the share of the 
speculator is the loss ot hundreds and thousands of people 
who take pait in the piodiiction ot or in trade with the 
commodities which aie the subiect of speculation 

In capitalist societ\ it is not only the capitalist who 
owns an industiial oi commeicial enteipiise who leceives 
in unearned income Undei capitalism 
Loan-rapital coiitiiiuallv iiici easing number of pa- 

aiui credit lasites Cl op lip, who leceive tiemeii- 

dous incomes without doing any woik whatsoevei, meielv 
because they aie in possession of an enormous capital, 
possess a gieat amount of money 

How' does the mone\ ot these capitalists mciease*' 

The owneis of money capital usually keep their money 
111 a hank The bank pa\s a definite rate of into eat on 
deposits 

But wheie does the bank get the moans with which to 
pa> out this inteiest*' Money that lies in the vaults ot the 
bank in the toim ot gold oi bills does not inciease of it¬ 
self 

Capitalism knows only one souice toi the inciease of 
capital, this souice lies in pioduction in the plant, in the 
fatten, the mine, the agiicultuial enterpiiso, etc 

Thcictoie, a modem bank does not hide awa> and 
hold on to the monc\ which is deposited with it It lea\es 
only enough moiuw in the \aults to meet the usual de¬ 
mands ot the depositois Expeiience has shown that in 
oidinaiy times only a small piopoition of the depositor 
tall foi the letuin of then money daily The money w'hich 
they w'lthdiaw is usually co\eied by new incoming de¬ 
posits Ot couise, things take a diffeient tiiin in case of 
anj unusual e\ent, as in times of ciisis, w'ai, etc Then 
the entile mass of depositois suddenly, all together, de¬ 
mand the letuin of then money If the bank cannot make 
adequate preparations for this attack and gather into its 
\aults a sufficient amount of money by means of borrow¬ 
ing fiom othei banks, fiom the government, etc, and if 
it does not succeed in abating the “run” on the bank, it 
“tails ” This means that it declares itself unable to pay 
back its depositois A bank failuie moans the rum of 
maii> caintalists, the wnping out of the sayings of the potty 
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bourgeoisie, etc A bank failure thus only aggraxates the 

Cl ISIS. 

Undei oidinaiy ciicumstanccs, howevei, the bank tan 
keep comparatively little monej in its vaults and >et be 
able to satisfy the demands ot all the depositois who wish 
to witlubaw their money The bank lends the lemaining 
money to capitalists who .11 e in in'ed of funds 

We alieadv know loi what pin poses the i,apitahs^ needs 
money He needs it to use as ropifol, to be used foi pm- 
duction It makes no dilleiente that he dojs not g‘t the 
money ])eimanentl>, but only foi a definAo ptniod oi time 
In the pioduction and sale of his commodities, lu^ leali/es 
\aiious sums of money at \aiious tunes Fiom Hie money 
thus iec(M\ed the capitalist can lepay the bank loan It must 
also bo leiTK'rnbeied that, undei de\ eloped capitalism, 
banks not onh giant loans to capitalists foi mme 01 less 
shoit teims, but Hiat the\ also invest vast sums of money 
in industiv foi veiv long teims 

Th<‘ industnal capitalist uses the monev leceived tiom 
the bank as capital With the helji ot his capital he e\- 
pands pioduction on a much widen scale than he could 
have done i( lu' had not (»btained the lo«ui The distinguish¬ 
ing leatuH' ol loan caintal thus consists m the tact that it 
IS applied in pioduction not bv the capitalist to whom it 
belongs, but bv anothei Bv using the loan obtained liom 
tile bank in his enteipiise the industnal capitalist who 
leceivcd the loan can hue moie woikois hence olitain moie 
sui plus value 

The iinlustiial capitalist has to pav jmtt ot (lu<t i^niphis 
la/iH to the bank (oi the capital it put at his disposal If 
he hollowed .^I.OOP and must lepav ^1.070 at the end of 
a veai, it is said that the bank chaiges 7 pei cent on monev 
loaiK’d 

In this case the bank will pav' its deiiositois a some¬ 
what smallei inteic'st—sav. pei cent—on monev deposit¬ 
ed This means that ol the $70 that the bank leceivcsl 
fiom the industnalist, the bank must pay $o0 to the people 
who deposited the $1,000 The bank's piof'it will amount 
to $20 on this deal 

Anyone can see that this tiansaction is veiv similai to 
any othei ordinaly commercial tiansaction If a merchant 
bought a hoise lor $50 and sold it foi $70, he made 
$20 The bank also paid $50 and 1 eceived $70, making $20 
profit The only dilTerence is that the commodity which 
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the bank dealt \Mth was not a hoise oi ordinal.\ conimodity 
goiioialh, but a coinmodil\ ol a \er\ special iiatuie What 
this cominndil.v is we }ia\e aliead> seen $1,000 coiuerto-l 
into capital and used as capital toi the pei lod ot one \ear. 
The banks tiado in capital, a bank is a )iivt c/iant (Irtifnif/ 
i)i cup dal 

('apital IS thus coin cited into a commodity wuth which 
tiaiisactions aio caiiied on in vaiioiis wa\s In these 
. tiansactions the p) icc of capital is es- 

Ratr of luterest tablislied In oui case $70 was the ])iice 

paid b\ the imliisti lalist foi the use ol $1,000 woitli of cap¬ 
ital foi a pel lod of one \eai This juice w<is jiaid b\ the 
ontiepieneiii to the meichant ol cajutal—the bank In il> 

till 11 the bank paid the owiicis ol this c«ipital $“)() loi ih<* 
light to use it toi one veai 

The (juestion now aiisc's, what does this juice dejieiul 
on, what detcimines fhc tatc or mlcu^t ji.iid loi cajutai” 
This late is subji^ct to (ic'<iu(*nl change (kijutalists 
often sav mone> is cheaji now', oi miuiej is di'ai now 
In tiio lust case this me.iiis that lnone^ can be bon owed 
at low lates of inteiest. in tin* second case, on tlu> lonliai \ 
a high late of inteiest must lx* jiaul Av in e\ei\ com- 
moicial tiansaction, the juice iii this cas(> is ultim.itelx 
doteimini'd bv suj)pi\ ami dcumiiid 11 in .i gui'ii month 
\oiv main capitalists lu'ccl <uldilional moiuw <iud di'toimiu'- 
to get it at an\ cost, then the demand on nionex loi lo.ins 
IS gieat I.et us see, how'cwei, to what extent this cost 
can become gieatoi 

In oui I'xanijde the industi lal capitalist jiaid the briiilv 
$70 foi the use of cajutal amounting to $1,000 toi one cea* 
Wh^ was such a tiansaction adxantageous to him'^ Be¬ 
cause lie \eiv juobablv made I l-HI jici cent juofit on the 
cajutal invested m liis entcupnsc' This moans that on 
every $1,000 invested, the cntiepieiunii lealised $l')0-l()O 
in piofit Aftei jiaying the bank $70 he still had $S0-‘)0 
left This is the difference between the late of juofit ob¬ 
tained m industiy and the late of inteiest paid to the* bank 
Should the lato of inteiest use because of the demand 
foi loans, this rise evidently has its limits The bank mav 
demand $80-90 instead of $70 It will still bo of advantage 
to the mdustiialist to take the loan But if the bank will 
demand $150-160 ho will refuse Under these teims he 
would get no juofit hut only much trouble 

Thus, in rising, the rate of interest is limited b\ the 
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ii\U‘ of protil »)1 Iho cnlu'pioiuiui a \s vxsucv\\y 
considoiably loiss than the unuiuko piolit Ou\v m \A\ii 
cases (duiing crises) does it leach this levid On the oUkm 
liand, Nvith an inciease in the supply of moiu'y o\oi the 
demand the late ot intoiest paid loi its use will fall 

Depending; on ciicumstances, the iat<‘ of interest in this 
case maj fall exceedingh low, althoujih. oi couise, no one 
w ill lend nionev gi atis 

in'VIEW QUESTIONS 

1 IIow IS th« tliflcMnui' 111 thf OI fanu coinuositaj'i of c.ipital 
HI \aiious lii.iiitlHs of iikIusIi to In « \i)l ui’id" 

2 How IS iho lato ot piofi*^ ouualiml' 

i t\ lull (h'Uiiniiu's tin |»iit< of jHodui lion ' 

4 Doc-, the sale of commodities at the piicc of jo > Inction ton- 
tiadict Maix’s toaciims on \aluc' 

■) \\ liat an the* cau-e>s of the te'inle nc\ foi the* fall in the late 
of piofit' 

0 Whi'ie* (loos the* jiiofit of (omme*i(iil cajiitali'ts come fiom’ 
7 How does a h ink tiade* in capil.il ’ 
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Capitdiibm in Agriculture 


ITiitil capitalism became wulespioad tlieie was no such 
thing as modem industiy Theie weie no gigantic metal- 


^ , luigical plants emphning thousands of 

Aniahcs.s .eluccii theie weie no oil del neks, no 

cit> UIK M ag€' textile mills with then hundieds of 


thousands of humming looms and shuttles Befoie capital¬ 
ism theie weie no lailioads oi steamships Laige-stale 
industiy was cieated by capitalism pioMous to laigc-scale 
industiy theie weie only aitisans and handiciaftsmen in 
its place 

It IS dilloient with agiicultuic Long befoie capital¬ 
ism, people occupied themsehes with tilling the soil, cattle- 
biceding, laismg all kinds ot animals and plants uselul to 
man When capitalism aiose agiicultuic w<is in the state 
of feudalism The dendopment of capitalism lapulh be¬ 
gan to destun the mainsta\s ol agiicultuie, but in many 
countiies, ne\cntheless, lemnants of the feudal s\slem 
pioxed veiy vital and sunned even aftei the tiiurnpli of 
capitalism The most impoitant siinnal is the letention 
of land in the hands ot landloids, in the hands ot piuato 


owneis geneiallv 

C’apitalism effects tin* /xuation ot fiom .igi i- 

cultuie Lndei the foimei pi e-capitalist iidations, clothes, 
sIkx's, and a nuinbei of othei ai tides loi e\('i\da\ use 
weie pioduced within the peasant famih oi V>v jx'asant 
aitisans f’apitalism cic'ati's textile and shoe industiies, 
which because’ of the low cost and supei loi (pialitv ol their 
pi eduction supplant peasant piodiiction 

But caintalism not only sepaiates all new biaiulu's of 
industiv fiom agiicultuie C'apitalism < irofes a (/uJf bc- 
tv era (itij (tnd i tUatfe, cieates and continually deepens the 
antithesis between iiulustiy and agiicultUK’ In industry 
the decelopment of capitalism bungs w’lth it a rapid 
growTh of technical impioxememt, every decade, sometimes 
eveiy yeai, bungs new' methods of production, new im- 
piovements, new’ madiinciy Aguculture, even in the most 
advanced capitalist countues, lags behind this tempestu¬ 
ous giowth of industiy Diagging agiicultuie out of its 
prevrous naiiow limits of natuiai economy and freeing it 
fiom the trammels of seifdom, capitalism at the same time 
144 
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tilings with it the e\oi-glowing oppie.ssion of exploitation 
for the broad masses ol the village, condemning them to 
ignoiante, backwaidness and poveity The many millions 
ot the Milage poiiiilation, the peasants, even in the most 
advanced coiintiies, aie cut of! fiom city civilization, live 
in a state ol ignoiaiice and backwardness. 

The lapid giowth ol industiy and the extieme back- 
waidncss ol agiicultuic—this is one ol the deepest fontra- 
dtetioris ot the capitalist svstem, giving use to all kinds of 
upheavals and ciises, loieshadowing and piepaiing the in¬ 
evitable dotrnfall of ( apitali'-m 

“Agiicultuie lags behind industiv in its development 
—that IS a phenomenon inheient in all capitalist coun- 
tiies and is one ol the most deep-seated leasons foi up¬ 
setting the piopoition among the dilfeient blanches of 
the national economv, loi ciisesand high puces 

“('apital has fieed agiicultuie tiom feudalism, diag- 
ged it into the commeicial whiilpool and togethei with 
this into the economic development of the vvoild, it has 
toil! it awav lioni stagnation, the baibaiism ot th'' 
Middle Ages and pati laichalism Neveitheless, capit¬ 
alism has not oiilj failed to leniove the oppiession, 
exploitation and poveitv of the masses, but, on the con- 
tiaiv, it cieates these miseiies in a new foim and le- 
establishes then old toims on a ‘modem’ basis Not 
onU IS the contiadictioii between mdustiv and agiicul- 
tuie not lemoved bv capitalism, but, on the contiaij, 
it IS widened and shaipened to an ever gieater extent. 
The piessuie ot capital, which glows piincipally in the 
spheies of commeice and iiidustiy, falls moie and inoie 
heavily upon agiicultuie” * 

The piime pieiequisite for pioduction in agiicultuie is 
land In all capitalist countiies land is the p)ivate ope tty 

, ' of individual laiidowiieis In almost all 

trroun rent these countries tremendous tiacts of 

land are in the hands ot the landlotds —large-scale ovvneis 
who do not vv'oik the land themselves, but tent it out The 
landloids have letaincd then laige estates fiom the da>s of 
serfdom They live as befoie on the fat of the land at the 
expense of the laboiii ot otheis. Merely the form in which 
they exploit the peasants, squeeze out their income, has 

* Lenin, Collected ILniAs, Vol XVII, “New llata on the Laws of the 
Developnii. nt of Caintalism in Agiicultuie,” p (MO, Russian cd 
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changed Onl> in the So\ let I'nioii has tlio land been na¬ 
tionalized, i e , taken a\va> tiom the landloids and all other 
pin ate ownois, and owneiship has been \estod in the pio- 
letaiian state \\hich turns pait o\oi to the toiling peas- 
antiv, giMiig land to all toiling peasants without chaige, 
and employing pait loi the oigani/ation ol laige-scale state 
fainis which laise pioduce toi supphing the w'oikeis and 
to satisfy the lequiiements ot state industiies seiMiig these 
same woikeis 

Undei capitalism the ownei of the land lecenes yent. 
Anyone who w'ants to engage in agiicultuie and has the 
necessai V capital foi it must hist ot all lent a piece ot land, 
at a dehnitc lental and toi a definite peiiod ot time, tiom 
the one w’ho owns this land The ownei ot the land e\ei- 
cises his lights ot owneiship to collect tiibute fiom all those 
w'ho need land This tiibute leceued b\ the landownei is 
called giound lent 

It IS necessaiy to disciiminate between diffeyeyitiul lent 
and ab,solute rent Fust, let us take the difteiential lent 
We know’ that in industn the \alue of (ommodities and 
their cost of pioduction aie deteimined bs the a\eiage 
conditions of pioduction This is not so in agiicultuie 
Land area is limited and cannot be incieased as needed 
Dirteient pieces of land are not of the same teitilit\ An 
impoitant lole is also played by the distance of the land 
fiom laige cities, iiceis and oceans or the lailioads Fiom 
bettei soil w’lth the same expendituie of capital a better 
hai\est is obtained Land which is ad\antageousl> located 
saces the husbandman expens(>s which aie lecpiiied to 
tianspoit products wdien the land is located in isolated dis- 
tiicts The cost of pioduction of agiicultiiial pioducts is 
detei mined by the conditions of pioduction on the woist 
soil, otheiwise capitalist entiepieneuis w'ould not woik’the 
woist soil but would tiansfei then capital to industi\ l>ut 
if such is the case those woikiiig the bettei soil ic>ali/(‘ an 
excess income Who gets this income*' It is cU'iii that it 
falls into the hands of the landownei 

But besides this clifTeiential lent the landownei also 
gets absolute lent The land is a monopoly of piivate 
owmers This monopoly of land ow’iieiship piocents the 
free transition of capital fiom mdustiy to agiicultuie In 
order to wmrk the land, the permission of the landowner 
must be obtained Technically, agriculture is on a lower 
loyel than industiy Therefore the organic composition of 
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capital m agiicultuie is lowei than in industiy This means 
that with tlio same capital invested, mote surplus value is 
pioduced in agiicultuie than in industi> If theie were a 
flee llo^\ ol capital between agiicultuie and industiy the 
late of pioht would be equalized by means of competition 
But such fieedom does not exist because of the private 
owneiship of land Homi* agiicultuial pioducts are sold 
at puces abo\e the puce of pioduction The excess thus 
obtained goes into the pockets of the landownei and is 
called absolute giound lent Maix savs that absolute giound 
rent is tiibute paid to the landownei 

Lenin gi\es the following concise chaiacteiization of 
the conditions which gne use to difteiential and absolute 
rent 


“ in the fust place, we have the monopoly of the 
use (lapitalist) o( the land This monopoly originates 
in the limitedness of land, and is therefoie inevitable m 
any capitalist socieU Thu't monopoly leads to the price 
of giaiii being detei mined by the conditions of produc¬ 
tion on the woist land, the surplus piofit, obtained by 
the investment of capital, on the best land, or by a 
moie pioductive investment of capital, foims differen¬ 
tial lent This lent aiises quite independently of pri¬ 
vate piopeitv in land Neithei logically nor historically 
IS this monopolv insepaiablv linked up with the pievi- 
ous monopolv 

“This kind of monopoly is not e,st,ential for capital¬ 
ist societv and loi capitalist oiganization of agiicul- 
tui e On the one hand, we can quite easily imagine cap¬ 
italist agi icultuie without piivate piopeitv in land, and 
main consistent bouigeois economists demanded the na¬ 
tionalization of land On the othei hand, even in prac¬ 
tice wo have capitalist oiganization of agricultuie with¬ 
out pi IV ate ownership in land, foi example, on state and 
communal lands Consequently, it is absolutely essen¬ 
tial to draw a distinction betw'oen these two kinds of 
monopolies, and consequently, it is also necessary to 
recognize that absolute rent, which is cteated by pri¬ 
vate propel ty in land, exists side by side with differ¬ 
ential rent.” * 

The Marxian theory of lent, explained above, issues 

* Leniti, Collected Works, Vol IV, Book I, i)i) 1*10-200, Interna¬ 
tional Publishers, New Yoik, 1929 
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tiom the tollo\Miig piemiscs The huulowiun leahe^» his 


Source of 
ground rent 


land The lessee is a capitalist who 
woiks his land by means ol wage la¬ 
bour. In such a case it is not difficult 


to undeistand the souice ot the giound lent that goes to 
the pockets ot the landownei The wage woikeis pioduco 
suiplus value with then unpaid laboiii This siiiplus val¬ 
ue fiist gets to the capitalist-lessee who divides it into two 
paits one pait he keeps—this is his entiepienein’s piofit, 
the piofit on his invested capital—and the othei pait, a 
definite excess ovei and above this piolit, he is toiced to 
give to the landowner This pait of the suiplus value is 
the lent It is pei fectly evident that absolute and dif- 
feiential lent, like any othei income deiived without labour 
under capitalism, can have only one souice—sinyi/n.s* i (due 
pioduced b> the laboui of the vvoiking class 


“All giound lent is suiplus value, the piodiict ot sui- 
pliis laboui,” '' says Marx 


“The theoiy ol rent piesupposcs that the entiie ag- 
iicultuial population has been split up completely into 
landowneis, capitalists and wage laboui eis This is an 
ideal of capitalism but by no means its leality,”** 
says Lenin. 

In leality matteis aie much moie complicated Nevei- 
theless the theoiy ot lent maintains its full toico oven un¬ 
der the moie complicated circumstances It often happens 
in capitalist society that the landowner does not i out out 
his land but hues labourers himself to vvoik on it Then 
he IS at once landowner and capitalist entiepieneur As 
landowner he gets lent and as capitalist he gets piofit on 
his inyested capital. In this case rent and pi ofit get to one 
and the same pocket 

Very frequently the landlord's land is lented not by 
capitalist entiepieneuis but by peasants who vvoik the land 
themselves without employing wage labour Peasants piess- 
ed by the dearth of land are compelled to lent land fiom 
the landlords undei the most enslaving conditions In this 
case also it is cleai that the landlord obtains lent in the 
form of money payments, in the form of labour lent (work 
done for him), in the form of payments in kind, by which 

* Capital, Vol III, p 74*1 

** Lenui, Collected Woik't, Vol 11, p 41’), “Once More on the 
Prohlem ot PwalizaUrin,” llussian eil 
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hc' onshuos th(‘ peasant Wheic does the lent come iiom 
in this case, since theie is no wage laboui cieating suiplus 
value 

It IS (luiti* (*\i(lent that in this case the souice of giound 
lent is the nploitatton of /imsant iahoin The peasant 
gives p<ut ol the pioducts ol his lahoui to the lanclloid as 
lent This pait taken awav bv the laiulloirl is often so 
gieat that the peasant is doomed to a half-stai ved existence 
while doing the most diHicult and exhausting woik That 
is whv Maix savs about the peasantiv undei capitalism, 
"Ihdt < > itloifdtion (hfff'ts only in fotni fiom the evploita- 
tion ot lh( nulidf I ml piolctanat " * 

llowi'vei, in capitalist countiies the peasant woikei 
olteii woi Ks on Ins ow n sti ip of land How does the mattei 
, , of rent work out heie*' 

I III chase and rndei capitalism the land is piuate- 

sa I o am ^ owned It IS subject to pin (hasp and 

salt The pi'.isant undei capitalist conditions must buv' 
the sti ip ol land he wants to ow n T cd us see how the price 
ol the land is deteiniincHl 


The landow nei has a piece of land which he leases 
The lessee pavs him $).(M10 a veai in rent He has giown 
rich and asks the landowner to sell him the land What 


piice will the landownei ask’^ He will figuie in this veay 
if I do not sell the land, it will bung me m rent 

even veai Ihidei all ciicumstances I must not lose b> 
the sale 1 must get such a sum of monev as will bung 
me $"),00d in inteiest annualh if I deposit it in the bank 
Let us assume that the bank pa\s 4 pei cent foi monev' 
deposited with it Then oui landownei will easily figure 
out that he must get $12o,00P foi the land, since if $125,000 
aie deposited in a bank which pays 4 pei cent interest on 
deposits thev will bung $5,000 annualh In this case the 
puce ol the land will be $125,000 

Sometimes the value ot land is spoken of This is in- 
coiiect If wo do not take into account impiovements 
made bv' human laboui (toi instance, buildings, water 
pipes and iiiigation), the land bv itself does not and can¬ 
not have anv value Land is not a product of human la¬ 
bour But land, although it has no value, can have (and 
under capitalism always has) a puce This price ensues 
from the fact tliat the land has been usuiped bv the land¬ 
ow iiei’s as pi iv ate pi opei t> 


Ma Th. Chi^ 
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VVe thus see that the piite of land is deteimine<l by the 
income which it can bung annually The sum ot money 
IS fixed at the amount which would bung an eiiuualent 
income when deposited in a bank at a set late ot intciest 
This way of figuimg is called capifalizulion That is why 
Maix says that “the pi ice of land is nothing but the cap¬ 
italized . lent” Thus by puichasiiig a stiip of land 
the peasant pays the lent foi a peiiod of \eais in ad\aiicc 


Giound lent is a hea\y weight which haiiiiieis the de- 
\elopment of agiicultuie under capitalism A consideiable 
piopoition of the suiplus \ahie pio- 
Ground rent and agncultuie falls into the hands 

"•>-> t' --- 

\est it in inipio\ements, but who spend 
it in the cities Things aie no bettei when laiul is pui- 
chased The agiicultinal pioducei then sinks most ot his 
capital into the puichase puce and \eiv little is lett with 
which to buy machinen and eouipment Giound lent is 
a soit of pump whuh pumps gieat i idles tioni .igiiiultiiie 
into the pockets of paiasite landloids In this wa\ giound 
lent aggiaxates the age old Ixuhn auhicss and baibaiism 
of agncultuie Thus giound leiit, a losult of the pn\ate 
ownership of land under capitalism, helps to imiciusc the 
antithesis between city and village 

With the development of capitalism theio is .i \eiy 
rapid gtoirth ot the amount of gtountl tent This is easily 
to be undei stood. Absolute lent glows with the me least* of 
the aiea biought undei cultivation Differential lent, how¬ 
ever, glows veiy rapidly, as with every new piece of land 
bought under cultivation the diffeicnco in the fcitihtv of 
the land and its location, as well as the difreieiue in the 
productivity of various investments of capital on on* and 
the same land, glow apace Giound lent is also cei\ much 
incieased by the ciicumstance that the quality of land long 
under cultivation is impioved by the investment of tii'inen- 
dous amounts of laboui in the manifold impiocements (ii- 
rigatioii, feitilization, road building, stump dealing, etc ) 
Ultimately, the fruit of all this laboui goes to the land- 
owner. 


The constant rise m ground rent leads to a continuous 
increase in the pi ice of land Not to speak of laige cities 
and their immediate environs where every squaie foot of 


Marx, Capital, Vol III, p 989. 
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land goes up to exoibitant heights, the pi ice of land in the 
Milages also uses Thus, the \alue of all faim piopeity 
in the USA increased in ten yeais, liom 1900 to 1910, 
by moie than $20,000,000,000 Ot this amount only 
$5,000,000,000 aie due to the use in \alue of equipment and 
buildings, tho othei $ 15 , 00 ( 1 ,( 1 ( 10,000 being due to inci ease's 
in the pi ice ol lainl 

The gioi\th in the amount ot giound lent, a giowtli 
which keeps pace with ih<‘ de\elopment of capitalism, 
means an me lease in the tnhute which society pa\s to ilie 
paiasite landloids The incieaso in gioiind icnt makes the 
dcwelopnient ot agiicultuie c'\en more difhcult, still lui- 
ihei peijK'tuates its backwaidness, still fuithei widens the 
gull lietweeii industn and agiicultuie. 

Tlie d('\elopnic‘nt ol agiicultuie undei capitalism is hehl 
back not onh 1)\ giound lent Pioduction foi th(> sake ot 
piofit, the genetal planles.sness and anaichy ot capitalist 
pioduction lead to a piiatical exhaustion ol the soil Cap¬ 
italist ciisi's, shaking the entiie economv, otton ha\e the 
most iiimous conscMiuences in the sphcie of agiicultuie 
The giowth ot capitalist conliadictions embiaces airiicul- 
tui e as w ell as industi \ 

(’a|)itahsm bungs with iisell //if iKfuiif or Idtui-t^iale 
Oil I siiiall-siah piof/intion Laigo-scale pioduction pos- 
sessc's tiemcnidous acKantages Laige- 
I.arge and »>niall scale pioduction opens up oppoitunities 
M-aie prodtu’tion application ot machineu on a 

... asr..-..lu.r.- piocllKtl.m 

can \asth mcieas(> the jnoducliMtx ol labout o\ei that of 
small-scale pioduction ( apitahst industiv thus contmu- 
alh pushes out the ailisan and the handle i attsman Among 
c.ipitalist entei pi ISC'S theinsc'hc's theie is a constant stiug- 
gle which Ic'ads to the Mctoi\ ot a few of the laigei c-n- 
tc'i pi ISC'S in c'Nc'i \ lic'ld 

The Mctoi\ ot laigc'-sale pioduction o\ei small-scale 
pioduction in industiv is indisputable E\en the most labid 
(lefendeis of capitalism raicdv dc'n\ thus The \ictoi\ of 
big capital c)\ei the small ptoducoi, the tiiumphant pio- 
gress in the ccmcentiation and contiali/ation of capital 
o\oko an eiioimous mco reuse ni the cIuj^s The 

middle .section is gradually being Aviped out, the interme¬ 
diate section between the bouigeoisie and the pioletariat, 
consisting of a ma.ss of small pioducers, aitisans, tradeis, 
etc , disappears The pettv bourgeoisie is ground dowm, a 
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laio iiuluulual using to thn capitalist class and main thou¬ 
sands sinking into the lanks ol tlie woiking class T^\o op¬ 
posite classes—a small haiuUul ol the Ixnngeoisie and tlm 
tieniendoiis mass of the pioletaiiat—face (>ach othei gnm- 
l.\ , this is the lesnlt ol the tiiiimphaiit piogiess ol laige- 
scale capitalist piodiiction 

t liable to dein the e\piopiudion and iiiin ot small in- 
dustij, the deiemleis ot cai>italism asseit tlial small-scale 
pioduction IS liimly entienched in agi iciiltiiie Theie, ac- 
coiding to them, laige-scale piodnction does not ha\(' the 
ad\antagcs it has in indnstic 

The clefendeis ot capitalism peisist in this asseition 
As a mattei ot fact, howexei, laige-scaU* pioduction in 
agiiculUiie IS incalculabh moie achantageons than small- 
scale pioduction In the Scniet I nion the giowth ol laige 
state tai ms {sorL/ioK s) and collc'ctixe taims (LoI/Jiok's) , 
which ha\o an immeasuiabh givatei piodiictiMtx than the 
scatteicd small faims, picne this bc'ttei than am woids 
can But e\en in the capitalist woild the (ubanifKn of Uoqc- 
f>(nh’ piociuction in agiicultuie is indisputable 

It IS sclf-eMclcnt that the adxantages ol l.uge-scale 
pioduction undoi capitalist conditions and undei condi¬ 
tions piexailing in the I’SSU aie entiieK dilfeient in 
chaiactei I ndei Scniet conditions the adxantage of 
laige-scale pioduction in the collectue and state faims 
consists in the fact that the faims aie conducted on so¬ 
cialist piinciples, bunging untold benefits to the bioad mass¬ 
es of the toilcis, being a highioad to socialism toi them 
L'lidei capitalist conditions, houexei, laige-scale pioduc¬ 
tion gi\es the capitalist an achantage o\ei the small pio- 
ducei, helps to enslaxe the toiling masses 

Onlv laige-scale production can affoid to emploj ex¬ 
pensive machineiy, tiactois, combines, etc, which multi¬ 
ply the pioductivity of laboui mam-fold Only laige-scale 
pioduction can fieelv obtain cicdit fiom capitalist banks 
and on immeasuiabh easiei teims than the small faimer 
gets A laige undei taking can oigani/e the sale of its 
pioducts as well as the pin chase of necessai v matei lal, etc , 
more adv'antageouslv' Onlv in laige-scale agiicultuie is 
the application of science possible The tiemendous ad¬ 
vantages of laige-scale pioduction in agiicultuie aie thus 
evident 

Despite the backwaidness of agiicultuie as compared 
with industry, the application of machinery and aitificiaf 
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loitili/oih ifc. gaining lR*a(i\\a\ in capitalist countiies The 
application of complex machincMv to advantage* is possible 
onl\ on laigo laims The numbei ol tiactois in the L S A 
has incieased liom 8b,00u in l'>18 to 1,000,000 in 19d0, the 
minibei ol combines—tiom d,r)00 in 1920 to 50,000 in 1950 
In (a'lmanv the use ol nitiogenous feitili/eis has iisen 
two and .i hall times between 191} and 1928-29, the use 
ol potash—oiu* and a hall times In Fiance tin* use of 
nitiogenous leitili/eis has doubled, potash is used live times 
as imich, supei phosphates twice as much A laige pait 
ol the biggei taims in (leiman.v use machineij , small 
faun's cannot alloid machineiv, ol couise The small 
faims cannot alloid to have then own tiactois. auto tiucks, 
Ol oU'ctiic motoi s The ma)oiit> ol the laigei laims have 
these Thus m (ieimain in 1925 electiic motois weie 
used on 7<> pel cent ol the laims having ovei 200 liectaies 
e.uh tiactois on 11 5 pei cent, steam engines on hO per 
cc'iit, ti licks on 8 pel cent Capitalist piivate owneiship, 
howc'vc'i, place's insuimountable obstacles m the wav ot m- 
cieasing the si/e ol laims to a point wheie modem tech¬ 
nical impiovemeiits could lealh be wisolv utiliml P'ven 
the compai.itivelv huge laims of capitalist countiies aie 
seldom big enough to lullv exploit the modem poweiful 
tiactois and combines Even on huge laims these machines 
aie not utih/ed to lull capacit.v Only the socialist levo- 
lutioii teal mg down all the baiiieis of piivate piopeitv, 
cieates the conditions foi the full utili/ation of modem 
tc*chmc«d im|)iovements in agiicultuie 

Capitalism leads to the fiiumph ot l(n(/c-s<nlc inoduc- 
tioii in (((ft i( iilhin' as well as in mdustiv, and to the dis¬ 
placement ol small-scale bv laige-scalc pioduction Due 
to the* backwaidness ol agiicultuie, howevei, this general 
law of capitalist dewelopment manifests seveial peculiari¬ 
ties with lespect to agiicultuie Because of the hadiiiaid- 
wc’ss ot agiicultuie, the intioducticm ot machineiv is com- 
paiativeh slow That is whv theie aie still manv small 
pcaMinf faims even in the most advanced capitalist coun¬ 
tiies, laims 111 winch theie is a bi utal abuse of la- 
boui powei and a spoliation of natuie The small farmer 
undei capitalism will beai eveiv sent of puvation lust to 
keep his stiip of land, his seeming independence The small 
faim maintains itself only bv moans of the most exhaust¬ 
ing labour of the faimor and his entire familvx At the 
same time*, the small faim leads to the land being robbed 
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of its fertility it is pooily feitilued, impiopeily tilled The 
quality of cattle becomes lo^\el The small faimei and his 
family lead a hall-stai\ed existence while peiloiming al¬ 
most inhuman laboui He Ines in constant leai ol the 
next day E\ei> iiiciease in taxes, e\eiy bill in the pnce 
of his pioducts, e\ei\ use in the pi ices of industiial jioods 
laiscs the question ot the possibilit\ ol his fuithei inde¬ 
pendence Masses ot small taimeis aie iiiiiied e\ei\ \eai 
in spite of then almost supeihuman eiloits to sa\e their 
independence 

Often a laige landownei finds it to his advantage to 
pieseivo the petty taims ot the suiiounding peasaiitn 
Having a tiny stiip ot land the taimei cannot inahe a liv¬ 
ing on it He is compelled to sell his laboui powei to 'he 
neighbouiing laige landownei 11 the taimei did not have 
his tiny strip of land to tie him dow n to the place, he w oiild 
probably go to the city to find woik and the landloid would 
lose this cheap lubout pan < / The taimei becomes “w age- 
labouiei with an allotment, ’ as lienin called siuh peasants 

“We thus see that the piincipal and basic tendency 
of capitalism is to ciowd out small-scale jnoduction bv 
laige-scale pioduction both in indiustn and in agiiciil- 
tuie But this ciowdmg out must not be undeistood 
only as immediate expiopiiation, this ciowding out .ilso 
includes the iinn and the woisening ot conditions ot 
the small landownei, which mav last toi veais and de¬ 
cades This w 01 selling of conditions is e\ idem ed 1)\ the 
excessive laboui, the insufhcient noiii ishment lecened 
by the small faimei and bv his ('luuinbianc(' with 
debts, by the inleiioi fo<klei and pooiei geneial upkeep) 
of his cattle, by the delcrioiatcd conditions of his land 
with respect to tilling, fei tili/ation, etc , bv the stag- 
nanev with lespect to technical impiovcments etc’’ " 

The defendeis of capitalism consciously obscuio all 
these ciicumstancGs when the\ assoit the advantages of 
small-scale ovei laigc’-scale faiming Thev praise the pa¬ 
tience and endurance of the small faim owneis to the skies. 
But they consciously avoid all lofeience to the privations 
which fall to his lot 

We have already mentioned that in capitalist countiies 

* Lenin, Collected Works, Vol XVII, “New Data on the Laws of 
the Development of Capitalism in Agriculture,” p 619, Russian ed 
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by far the gieatest pait ot the land is in the hands of a 
small gioup ol huge landloids and cap¬ 
italists In capitalist countiies, the cast 
maioiitv of small faimeis taken to- 
gethoi ha\e less land than the small 
handful ol huge landowneis Most of 
the larul is coneentiated in the hands of 


Distribution ol 
land anil the eon- 
ilitions of farm* 
ers in capitalist 
countries 


the Idiqv landownci 


In (ieimany, accoiding to the census ol lh2o, dO per 
cent ol the fauns hacing an aiea of up to 2 hectaies each 
constitute only 6 “j pei cent of all the land, while 11 5 per 
cent ot estates of o\ei Hi hectaies each constitute 67 per 
cent ot all the land This means that a handful ot laige 
estates (about one-tenth of all the taims) ha\e tw'o-thiids 
of the entile land w’hile the oceiw'helming maioiity of 
-small laimeis have onl> one-sixteenth pait of all the land 
In Fiance, in 1M(18. taims ot less than 1 hectaie constituted 
d8 pel cent ot all the I aims, then total landholdings 
amounted to only 2 i poi cent ot all the land Thus two- 
lilths ol the l.nmeis had onl\ one-toitieth ot the land 
IJiit estate's ot o\ei l(» hectaies constituting 16 pei cent 
ol all the fauns had 71 "> pei cent ol the land, that is, ap- 
pioMinateh thiee-quaiteis of all the land In Poland, in 
1921, fauns ol h'ss than 2 hectaic's made up M pei ce'iii 
ot all the fauns, the.se had only d "> pei cent ot the land 
But estates of ti\ei tod hectaies each, making up only 0 5 
pel cent ol all the taims, owned almost half (11 pei cent) 
ot the land In lluiigan halt the land is owned 1)\ 99 per 
cc’iit ot all the iaiins (small and middle-si/ed t.iims) while 
the othei h.iK is owlu'd b\ onl\ 1 pei u'nt—laige land- 
owneis In othei woids 10,000 landloids have as much as 
almost 1 , 000,000 small taimeis 


Betoie the lecolution in liussia the gieatei pait ol the 
land was also in the hands ol landloids, the unal family, 
the inonastiies <ind the kulaks (uch, exploiting peasants). 
Thiity thoiKsand ot the laigc'st landowneis ot pie-ie\olu- 
tionai\ Russia held 70,000,000 ch'ssiatins ot land Ten 
million of the pooiest peasant I aims also held about 
70,000,000 dessiatins ol land, thus making a piopoition of 
about .‘121 pool peasant taims to each huge e.stato owned 
by a landloid A huge landloid’s estate consisted of 2,300 
dessiatins on the average, a peasant farm—of 7 dessiatins 
of land Insufficient lancl oi no land at all—that was the 


One dessiatin equals 2 7 English acies 
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lot ot the Milage poor Onl\ the Octohei Ile\oliitioii (lro\e 
the paiasites off the land and tinned it o\ei to the n\oi Ic¬ 
ing peasantry 

Such a distiibution of landouneiship leads to the cn- 
Khucnirnt and iniiioi (‘nt^hmcnt ol the l<iimeis The toil¬ 
ing taimei is toiced to lent land tioin the landloid iindei 
the most enslaving tonditions In addition to the disad- 
\antages ot small-scale tanning with its technical back- 
waidness, a mimbei ol othei ciicumstances pi ess upon the 
small taimei lie must gi\e up the lion’s shaie ot his 
pioducts to the landloid in the foim ol gioiind lent The 
go\einment taxes him In Ameiica, toi instance, taxes 
eat up tw'O-thiids ot the faimei’s inconu' II. in case of 
a Cl op tailuie oi some tamih disastei, the taimei is com¬ 
pelled to take a loan liom the bank he can ne\ei extiuate 
himselt fiom the inteiest paMiients The middleman also 
Mctimi/es the small faimei and entangles him in all kind> 
of enslaving conditions 

The 1930 census data toi the I SA giaphiiallv pictui(‘ 
the impoveiishment of the Ameiican taimei Foi the ten 
>eais of 1920-.50 the total value ol taim lands has fallen 
fiom i555,000,000,000 to $ Ci.oi 10,000,000 The aveiage val¬ 
ue of the land and buildings ot each taim has tallen fiom 
$10,000 to $7,500 The numbei of faims has dec leased 
fiom (), 100,000 in 1920 to (5, fbO.OOO m 1930 The number 
of farmeis who have united land has incieased fiom 
2,155.000 to 2,604,000 during this peiiod The aiea under 
cultivation on owned faims decieased tiom 6 57,000,000 to 
618 000,000 acies, at the same time the aiea undei culti¬ 
vation on lented faims incieased fiom 225,000,000 to 
306,000,000 acies These figuies beai eloiiuent witness to 
the impoveiishment of the bulk of the Ameiican faimers, 
to the deciease in the land owned bv the faimeis to the 
inciease in lented land, to the decline in individual small- 
scale farm economy 

In Japan, accoiding to official data ot the Ministiv of 
Agiicultiiie foi 1932, of ‘5,576,000 peasant families 
1,478,000 have no land wdiatevei and lent land tiom the 
landowneis, 2,500,000 have less than one-half hectare 
each of then own land, 1,240,000—tiom one-half to one 
hectaie Of both these categoiies of “ovvneis,” 2,360,000 
aie comnelled to lent additional land in ordei to be able 
to exist The landlords, as a geneial lule, paicel out then- 
land for renting in .small .stiips, bixausi* even the most 
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intcMibo exploitation ot cheap laboui powei bungs in Ic'-s 
than lent does Foi these small stiips ot land lented out 
to peasant families (about 70 pei cent ot peasant taims 
till less than 1 hectaie pel fatm) the landloid collects 
in lents as much as 10 pei cent and o\ei of the gioss hai- 
\ est 


rndei capitalism the peasant is doomed to a bitter 
stiiiggie toi existence lie woiks himselt to exhaustion in 
. . - fin attempt to piesoi\e his “iiidepen- 

l)i(Tereiiiiatiaii of faim The soil is depleted, the 

the peasantrv condition ot the i attle bei omi-s worse; 

iiiif ei lapi a isni liMiig conditions ot the fai mei and 

his farnilv sink steadih lowei Taxes engulf him, ho has 
to i)a\ lent foi the land He easilv tails into bondage to 
the USUI CM, who sucks the last ounce of stiength out of 
him He usually sells his giain and cattle to a middleman 
since he cannot bung his pioduce to distant maikcts The 
usuiei and the middleman hold the peasant tightly in their 
clutches The piessuie ot capital on the Milage glows con¬ 
tinual Iv stiongei 

The de\elopment of tapitalism leads to the eniichment 
of a \CM\ small numbei ol peasants They bin up land, 
lend money at usunous lates, otheis become iich b\ en¬ 
gaging in tiade At the same time the gieat mass glows 
e\er inoie impo\ei ished Many aie forced to sell fiist their 
COW', then e\cn then horse Without a hoise the peasant 
immediatly becomes the \ictim ot the iich In older 
to eain a luing he has to become either a lined hand or 
go away to the city 

Thus one section ot the peasantiy becomes bouigeois 
(kulaks) and the othei—wage laboui ei'S This constitutes 
the differentiation of the villaqe under capitalism 

Betw een these tw o exti erne sti ata thei e i emains a bi oad 
section —the middle peasantiy. 


“Then distinguishing featuie is that commodity 
faiming is least de\eloped among them Only in good 
>eais and under paiticularlv tax oui able conditions is 
the independent husbandry of this type of peasant suf¬ 
ficient to maintain him, and foi that leason his position 
IS a xery unstable one In the maiority of cases the 
middle peasant cannot make ends meet xvithout lesoit- 
ing to loans to be lepaid bv laboui, etc , xvithout seeking 
‘subsidiary’ eainings on the side, xxhich paitly also con¬ 
sist of selling labour poxx'er, etc Each time there is 
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a tailuic of the hai\est, masses ot the middle peasants 

aie thiown into the lanks of the pioletaiiat ” 

In man> countiies gieat masses of middle peasants still 
exist 

Foi the majoiity ot the middle peasants capitalism 
holds out onlj one couise: falling to the lanks ot the \illage 
pool and then becoming agiicultuial wage labouieis A 
small minoiitj climbs up, becomes exploiteis The 19:>0 cen¬ 
sus data ot the USA aie evidence ot the giadual wiping 
out ot the middle faimev The census data show a giowth in 
the numbei of small faims (less than 20 acies) and huge 
fatms (o\ei 500 acies). The numbei ot middle faims (20- 
500 acies) has fallen off consideiablj 

Capitalism bungs gieat miseiy to the bioad masses of 
toilets in the Milage Capitalism digs a chasm between in- 
dustiy and agncultuie The village is 
doomed to age-long backwaidness, the 
small peasant faim—to a miseiable ex¬ 
istence The peasant gioans undei the 
w'eight ot taxes. insiiOicieiit land and 
ruinous pi ices for agricultuial pioducts The concentia- 
tion of the land in the hands of small gioiips of huge land- 
owneis condemns the peasant masses to continuous slaveiy 
and dependence so long as capitalism exists. Competition 
of the moie piofitable laige-scale piodiictioii loicos the 
pool peasant to superhuman laboui in oidoi to piostuve liis 
punv faim The diffeientiation ot the peasanti \ thiows 
gieat masses of pool peasants into the lanks of agi icultuial 
labouieis, who aie subjected to the most seveie exploita¬ 
tion 

Crises shaipen all the contiadictions of capitalism to 
the utmost The piesent crisis, the most acute and .seveiest 
crisis that ever shook the capitalist world, incieased the 
want and poveity of the bioad masses of the peasantry to 
the extieme This crisis led to a fuithei deepening of the 
conti adictions between city and village The crisis also ag- 
giavated the backwardness of the village Unbehev^ablv 
low pi ices on agricultural pioducts i uined masses of middle 
peasants At the same time, the woi kei-consumoi pays 
just as high prices foi the means of subsistence as over 

* Lenin, Selected Work's, Vol I, “The Deiolopment of Capitalism in 
Russia,” p 2^7, Mo<^co\v, 10a4 
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11 IS tloai, thcMoloie, that the pioletanat finds fi lends 
and allies in the village in its i evolutional y sti uggle against 
cajntalist iloniination The village 
The peasanirv wage lahouiei is also a pioletaiian , the 
ail ally of the ditfeience is that the latter oper- 

{iroleiariat III machine toi the manufaituier, 

the 1 evolution ioimm follows a plough foi the 

landloid ()i 1 ich peasant The luineil cillaqe poot is a te¬ 
llable suppoit and a fiim alh of the \soiking class It has 
nothing to lose In the desti U( turn of capitalism bi’caiise 
It has nothing to gam b\ its continued e\ist<‘nce Finally, 
th(' muldle peamnt, who often pi^ijs an important lole, can 
help the pioletanat if its policv is collect At a time of 
sti uggle tor powei it is evceedmglv impoitant to neutialize 
the middle peasant, that is. to pi event his going ovei to the 
onemios of the pioletanat Aftei victoiv is won, the pio¬ 
letanat effects a peimanent union u ith the middle peas¬ 
ant t If With a firm hand the w oi king class leads the middle 
peasant wnth it in the building up of the new’ life 


A detei mined and unielenting sti uggle against the ku¬ 
laks—the village bouigeoisie—is the onh’ basis upon w’hich 
a peimanent union can be ellected betw'een the pioletanat 
and the basic mass ot the middle peasantiv Only the pio- 
letai lan rev’olution opens up betoi e the pool and middle 
peasants a wav out of the hopeless condition in w’hicli they 
find themselves imdei capitalism I'nder capitalism only 
laie individual middle peasants climb up and become rich 
pe.isant o\ploiteis The gieat mass ot them, howevei, have 
to make supeihuman eftoits meielv^ to keep afloat The 
till eat of ruin, destitution, the loss of their ephemeial in¬ 
dependence and the eventualitv of then being forced down 
to the lanks of the poor, the proletariat—this is vv’hat con¬ 
stant! v faces the middle peasantiv under capitalism Only 
the pioletarian i evolution opens up another vista for the 
middle peasant, gives him a load of escape fiom this hope¬ 
less condition. 


The proletarian levolution cuts the loots fiom undei 
capitalist exploitation both in the citv and in the village. 
Doing away with the parasitic pioprietoiship of bankeis, 
landlords and manufactureis, the proletaiian ievolution at 
once flees the poor and middle peasant trom the age-old 
fetters that have them bound hand and foot the bondage 
of the tenant system, debts to banks, usurers, etc , are abo¬ 
lished. The proletarian ievolution further opens up be- 
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toie the pool and middle peasantiy the doo!‘ to lai}je-scale 
socialized agiicultiiie, thus a\oiding iiiin and impovoiish- 
ment which aie incnitable undoi capitalism 

RLVII-W QIFSTIONS 

1 Of what does the contiacliction betwteii t it\ .nul \illai;e con¬ 
sist undei capitalism ’ 

2 What IS the souice of absolute and of diffeinitial iint’ 

3 How’ 'S the pi ice of land detti mined’ 

1 What aie the ad\anta{?es of lai>re-s<ale o\ei '-mall-Male pio- 
duction in aRi icultuie ’ 

■) How IS land piopeitv dit-tiibuted in cajiitali^t coiintiies’ 

0 How does the diffeitntiation of th» juasantiv take place 
imdei capitalism' 



(JIAPTKR VIII 

I((‘|ii otliii tiiiii 4iii«l iiiiilrr Capitalism 

U \\(' take an> tountiy we can see that from year to 
year (U'liiiite quantities of the most diveise products aie 
piodiiced bieid, calico, loconHitives, 
IVIeaii', «>f produc- plouRhs, dwelling houses, coal, rnafhin- 
tion and means of sugai, lubbcis, etc. 

eonsumption ultimate destination of th-se 

pioducts of human labour is also ditleient Hiead, sugar 
<ind meat aie consumed by people, cloth sei.es to clothe 
people, housi's aie UM'd to li\o in A host of othei products 
ol human laboui ha\(* an entiri'lv dilleront fate the plough 
goes to ill-' .igi Kiiltin r.t to* tilling the soil, machines and 
factoiv buildings sei\e loi the linther production of com¬ 
modities, Iocomoti\es and lailioad cars serve to tiansport 
goods and people 

Those piodutts ot human laboui vhich sei\e foi the 
immediate s.itisf.iction ol human vants, the peisonal needs 
ol lood, clothing, amuseniont, sheltei, etc , aio called iiicfims 
of ronsiiiiiijhon, those pioducts of human laboui which 
seise foi the liutlnn pioduction of goods aie called means 
ot !>>o(Iu( hon It IS impoilant to lomembei that ultimately 
all pioducts of human labour aie called upon to satisfy one 
Ol anotliei vaiit ot an indi\idual oi ot a social gioup The 
onlv <lilteiencc is that some things scr\o this pin pose diicct- 
h—those aio objects of peisonal use—wheicas other 
things sei\c only loi the inoduction of the things that go 
foi diiect use—to this categoiy belong the moans of pio- 
diK lion 

Theic aio also a numboi of things that can seive both 
as ohiects of diiect consumption and as means of jiioduc- 
tioii The simplc’st example of this is coal, yhich is used 
in the steam boilois at plants and electiic power stations 
as a means of pioduction, and in fnoplicos in homes as an 
object of consumption E\eivonc can easily think of a 
mimbei of otlior things that servo both purposes. 

ITndei caiutahsm the maiiagemont of pioduction is in 
the hands ol induidual cmtiepionoins oi gioups of them. 
The inanufactin or conducts his eiitoipiise, as we have al¬ 
ready seen, with only one end m mcw— profit, personal 
161 
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gain. It IS theiefoie a matter of complete indifference to 
him whethei he produces locomotives or cigar-hghters, 
plain calico oi fine perfumes He is after only one thing: 
moie piofit It IS perfectly evident that capitalists do not 
make any distinction between the production of obiects of 
consumption and means of pioduction. Whether the manu- 
factuiei will piodiice rubbers or rubber belting depends 
only on one thing—which will be moie piofitable to him*^ 

The mass of goods pioducod in any country is in con¬ 
tinual motion Objects of consumption moNo tiom the 
. maiiiifactui er to the consumer Theie 

what IS disappear: some scivc for a com- 

lepioduction? pauUuelv lonR time in s.itusfymR hu- 
man needs (as clothing oi books, foi example), otheis 
disappear faiily lapidlv (as food) Means of inoduction 
pioduced at plants and lactones oi obtained fiom the 
bowels of the earth aie also put to use Some ot those 
piodiuts aie also shoit-lived (coal oi oil, toi instance), 
otheis, on the contiaiv, aie used up \eiv slowlv and need 
to be icplaccd only aftoi a long pciiod of time (inachinen, 
foi example) 

One thing is cleai In oidei foi societi to exist, foi the 
economic svstem to be piesenc^d, it is ivxess.m that defin¬ 
ite quantities of goods be pioduced not onlv once but con- 
tinuouslv, ovc) ami ovo af/ain This eveivoiu' knows to 
be a fact 


Shuts aio woin out, but nenv shuts aie pioduci'd at 
factoiies Ilrcad is consumed, but at the same' time liesh 
giain IS iipcning m the fields Coal is buiiu'd, but all the 
time new' coal is being mined Locomotnes wivii out, 
machiiK's become antiquated, but human laboui is constant¬ 
ly bus> making new ones 

In all these cases, despite' the big dilh'iences l)('t\\(*en 
these pioducts one can obseixe one thiiiR which the\ all 
ha\e in (onnnon Vaiious kinds of commoditu's aie pio¬ 
duced, used and pioduced again Theie is a constant lepio- 
duction of things 


“Whatever the foim of the piocess of pioduction in 
a society, it must be a continuous piocess, must continue 
to go peiiodically thiough the same phases A society 
can no more cease to pioduce than it can cease to con¬ 
sume When viewed, theiefoie, as a connected whole, 
and as flowing on with incessant renewal, every social 
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process of production is, at the same time, a piocess of 
reproduction ” * 


We must distinguish between simple and extended re¬ 
production. If the same quantity' ot a pioduct is produced 
in a society year in and year out—we 
himple and have simple tepiOihu turn In this case, 

extended re- e\ei> thing th.o is produced in a year 

pro< uc ion (.onsuined But the develoiinient o+* 

capitalism implies a lapid giowth of pioduct'on A gieatei 
quantity of all kinds of pioducts is being pidfliiced f’om 
jeai to veai We ha\e ntindcd piodiiction iepiodiiction 
takes plate on an oxtiuided basis (.apit.disn bungs about 
a change fioni the old stagnant conditions ot society to its 
tempestuous de\elopmont Hence extended lepiodiKtion is 
a chaiactci istic of capitalism 

Ilepioduction takes place in any sociotv, legard’ess of 
the social s\stem But undei diireient systems of society 
„ , . the aieaiic/inyhich lepiodiiction takes 

Reproduction Uiidei socialism. 


under capitalism 


foi instance, reproduction takes jilace 


111 a totalh dilhinif inaiiiiei fiom iindiM tapitahsm “If 
pioduttion be tajiitalistic in loiin, so too, will be lepioduc- 
tion,” sa\s Maix 


Duiing the piocess ol icpioduction not only aie yari- 
ous pioducts of human laboui lepioduced, but so also aie 
social piodiiction lelations, piodiiction lelalions among 
people And in fact, undei capitalism, lepioductirn not 
only consists in new quantities of giain. coal and machin- 
eiy being thim\n on the maiket to leplace what was used 
uji, it also consists of the continual lo-establishment and 
maintenance of the capitalist foim of human lelationships 
Fioni yeai to \(‘ai woiKms continue to laboui in caoitalist 


plants and factoiies. Iioin ^eal to veai the owneis ot these 
enteipiises pocket the suiiiliis \alue pioduced by the lab¬ 
our of the wdiking class Wq thus see that not only are 
commodities lepioduccd—biead, meat, metal, coal, etc — 
but definite x’lafions among people in the piocess nf pio- 
diution aio lepioduced The udatum betyeim the ^^orklng 
class and the bouigeoisie is lepioduced Othei pi educ¬ 
tion lelations aio also lepioduced, as the relations between 
various groups of capitalists, etc 


Marx, Capital, Vol I, pp 577-78 
* Ibui, p r,78. 
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But the 1 epioduction of capitalist relations also means 
the rcpioihiction of those exceedingly deep contradictions 
which aie inhoiont in the capitalist system. Under capi¬ 
talism extended leptodnrtion does not only mean a growth 
m the quantity ol difleient kinds of goods pi’odiiccd from 
year to yeai Under capitalism ci tended pi od inf/on im¬ 
plies also a growth in the number and scale of capitalist 
plants and factoiies, the uu teased exploitation of tlii' woik- 
eis at these enteipuses Undoi capitalism extended le- 
]neduction moans the extension of capitalist lelatioiis basi'd 
on the exploitation of \\age woikois, the extension of cajn- 
talism flora land to land, the captuic ot one bianch of 
pioduction aftei anothei bv'^ capitalism Thus extended 
reproduction undei capitalism means the ceasek'ss giowth 
of the shaip contiadictions of the capitalist sNstom which 
lead this svstera to its doom, to its leplaccment bv a new, 
socialist sjstem Thus the (fioirfh of eapifalisni brings 
wnth it its omi destt iiction. 


In oidoi to pioduco moie coal oi non, lU'w mines and 
pits must be opened In oidei to inoduce moie clotn new 


Capitalist 

accumulation 


looms must be put to woik In geneial, 
foi the expansion ot pioduction it is 
necessary eithei to enlaige the exist¬ 


ing entei puses or to cicate new ones IIow' does this Like 


place under the capitalist system’ 


In capitalist countiies the means of pioduction aie 
owmed bv a small gioiip of people plants and factoiies, 
coal and metal mines—all aie the pin ate piiqieitv ol the 
capitalist class In a pievious chapici, when we studied 
piimitne accumulation, wo Icained that capitalist pinate 
pi Opel t\ originates in lobbeiv, violence and lawlessness 
But once it has aiisen capit.ilist owneiship of the means 
of production is maintained and extended fiom vc'ai to 


>cai 

Capital brings surplus value to its owmer We have 
alieady studied the source of surplus value W(> have also 
seen in what forms and how this suiplus value is distri¬ 
buted among the different sections of the ruling classes. 

It may seem at first as if the entrepreneur were free 
to do as he plc^ased w ith his profit And in fact capitalism 
knows no proscriptions in this respect If a textile manu¬ 
facturer has macle .$100,000 in profit in a year he can do 
whatever he wishes with this money. If he is a glutton— 
he can spend it on food, if ho is a drunkard—spend it on 
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dnnk And theie are many people among the capitalist 
class who actually spend their piofits on such things. How- 
evei, this is not the essence ot the matter. 

Notwithstanding the absence of any written laws the 
capitalist, with veiy laie exceptions, uses pait of his pro¬ 
fits to expand his enteipiise We call this addition of 
pait ol the surplus value to the original capital capitalist 
accumulation 

01 his $100,000 piofit lot the >eai oui manufacturer 
will put $00-80,000 back into his business to expand his 
lactoi>, bu> nei\ and impioved machineiy Two loices 
compel liiiii to do this the desiie loi gain and the tear 
ol coiniietition (.’apitalism is distinguished by lust this 
featuie—that the desno loi gam knows no limits No 
niattoi how big the capital ol the ontiepieiieur and no niat- 
tei how enoimous his piolits, he will steadil> tiy to in- 
cioaso his wealth and his piolits And theie is only one 
wa\ to achie\e this to .iccuinulate capital b> adding to 
it liom his piolits Watching his competitois oui manu- 
factuiei cannot calmly employ his entiie piolits foi his pei- 
sonal use, toi all kinds ol unpioductue expendituics He 
sees his competitois exciting every elloit in an attempt to 
iinpiove then business, expand, inipiove the technical pio- 
cosses. 111 oidei to produce commodities more cheaply and 
of better (piality and thus crush competition II our nianu- 
factuier does not wish to be crushed, ho must leinvest a 
large part ol Ins profits m his business 

Thus, even though theie are no laws compelling ac¬ 
cumulation iindei capitalism, elemental forces eltect this 
compulsion and make the ma)oiit> ot capitalists accumulate 
a part of tlieir profits The accumulation of suiplus value 
pioduced by the pioletaiiat is a necessaiy condition for 
extended reproduction. 


Accumulating a pait of his profit annually the manu- 
factuiei becomes the ow'iier of over more capital If his 
^ enterprise was previously valued at 

Concentration ^ $l,000,()0(), with the gradual accuniula- 

and centrali/ation piofits to the amount of, sav, 

ol capital $50-70,000 a year, at the end of some 

ten vears our manufacturer will have $1,500,000 to 
$1,700,000, ic, will increase his capital one and a half 
or more times The expansion of capital thi'ough the ac¬ 
cumulation of surplus value is called the concent) ation of 
capital. 



166 POLITICAL ECONOMY—A BEGINNER’S COURSE 


Theie is yet another method by means of which the capi¬ 
tal of individual capitalists grows We have already seen 
how the stronger enterprise crushes the weaker, the big 
capitalist swallows up his smaller and weaker competitors. 
Buying up the piopeities of his luined competitois consid¬ 
erably below their value, or joining them to his own en- 
terpiiso by some othei means (in pavment of debts, for 
instance) the big manufactuier iiici eases his capital. Such 
cases of meiging se\eral capitals is the icsult of a stiiiggle 
which brings the luiii of some and the Mctoiy ot others 
Often, howe\er, the meiging of caintal pioceeds peacefullv 
by the organi/ation of stock companies, coipoiations, etc 
Of this phase ive shall speak moic in detail latei ('cnt)ol- 
tzatioti of capital is the teim given to all cases ol the merg¬ 
ing of capital by the joining of seveial enteijiiises into 
one. 

Concentiation and centiali/ation of capital bung about 
the accumulation of capital in the hands of a conliiiually 
smaller number of rich men A handful of billionaiies, 
owners of tiemendous foi tunes, contiol untold wealth The 
fate of tens and hundieds of thousands of people is in 
their hands Concentiation and contiali/ation ot capital 
thus lead to a shaipening of cl.iss contradictions, to a moie 
maiked division of capitalist society into two opposed class¬ 
es a handful of the biggest capitalists and tlie mass of 
exploited proletarians 

Concentiation and centialization of capital, concontiat- 
ing tiemendous wealth in the hands of a few persons, ojien 
the waj’’ for the creation of tiemendous enterpnses As we 
have alicady seen, laige-scale industiv is much moie ad¬ 
vantageous than small It is no ^^onder then that capital¬ 
ism puts to the fore ever lai ger and laiger entci prises in 
which tremendous numbeis of woikeis aie emploved Here, 
foi instance, are the comparative figuies showing the 
changes in the size of entoiprises in the USA over a 
period of thiity years (average per enterprise) • 



1889 

1899 

1909 

1919 

Workers 

8 1 

13 8 

24.1 

38 0 

Capital (in thous of dollars) 

67 

19 0 

68 7 

154 1 

Production (in thous. of dollars) 

13 4 

28.1 

77 2 

216.9 


Even more characteristic of the rapid growth of large- 
scale enterprises is the case of pre-revolutionary Russia, 
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where the distiibution of workers per enterprise according 
to size was as follows. 


Ejilerprise * 

Largo (employing moie than 500 woikers) 
Medium (omploving fiom .lO-.lOO woikeis) 
Small (employing from lo-50 woikeis) 


1895 1915 

(Percentage) 
45 2 61.2 

‘)8 9 50 6 

15 9 8.2 


In 1895 the a\oiage numbci of uoikois omplojed in an 
enteipiisc was 98 5, 1915 thus figuie had giowii to 17 i 1. 

IIcMc IS a moie detailed tabic sluAMiig ilie ]no(o.ss of 
concc’iitiation of indu.stiv in Rubsia foi the ten \eais fiom 
1901 to 1910 (inclusue) 


(Ironp of enterpi i-tt -i 

\iimhi ; 
« iili tpi 

r ot 

Numhei of workers 
(m thou'-andb) 

Employing up to 50 
w oi kei s 

1901 

12,710 

1910 

9,909 

1901 

244 

1910 

220 

EinploMiig fiom 51 to 
100 woikeis 

2,128 

2,201 

171 

159 

EmploMiig fiom 101 to 
500 w’orkois 

2,288 

2,215 

492 

508 

EmploMiig fiom 501 to 
1,000 woikeis 

105 

455 

269 

503 

EmploMiig OMM 1,000 
w oi keis 

245 

52 4 

526 

715 

Total 

18,102 

15,080 

1,702 

1.905 


Lsing this table in one of his aitides in the pre-ievolu¬ 
tional \ new .^papei, Ftarda, Lenin wiote 

“This IS the usual pictiue foi all capitalist countiies. 
The numbei of small undei takings dccrrasc'i’ the petty 
bouigeoKsie, the small manufactuieis, aie mined and 
wiped out, become cloiks, sometimes proletarians The 
number of large enterprises gunvs lapidlv and their 
pioiiortion to indiistiv as a wdiole grow's even more 
lapidly Fiom 1901 to 1910 the number of laige en- 
tei prises employing more than 1,000 w'orkeis each has 
grown almost one and a half times* from 215 to 524. 
These employed about half a million w'orkeis in 1901 
(526,000), 1 c , loss than one-third of the total number, 


Smaller enterprises, employing less than ten workers, are not 
taken into account. 
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and in 1910 they employed moie than 700,000, more 
than one-thiid ot the total The huger tactoiies ciiish 
the smallei ones and concentiate pioduction to an ever 
gieater extent Ever gieatei numbeih ot vv^oikeis are 
gatheied in a smallei numbei of enterprises, and the 
entile piofit from the labour of united millions ot vvoik- 
eis IS pocketed by a handful of millionaires ” 

Capitalism in its development loads to an evei gieater 
socialization of labour All kinds of connections botvv'cen 
separate entei prises, icgions and cn- 
Historical tendency coimtiies aie established to an un- 
of capitalist precedented degice Individual spheies 

accumulation mdustiy, pievioiusly moie oi less in¬ 

dependent, are broken up, subdivided into a host ot con¬ 
nected and mutuallv' inteidependent biandies Capitalism 
unites the vvoik ot difleieni people, t>ing them together 
with invisible bonds But socialization ot pioduction under 
capitalism does not pioceed in the interests ot societv as a 
whole, nor in the iiiteicsts of the vvoiking masses—it pro¬ 
ceeds onlj 111 the inteiests ot a small gioup of ca])italists, 
vv’ho are tiving to mciease then gams Simultaneoiislv 
with the growth of the sociali/ation ol laboin, the sub¬ 
division of labour among enterpiises, and the stniggle and 
competition between capitalists also incieasi' Onlv the 
abolition of the priv’ate ownership ot the me.ms of pioduc¬ 
tion and the tiansfer of this owneiship to societv as a 
whole, only the oxpiopnation of the bouigeoisie and the 
oiganization of socialist production will do awav with this 
contradiction 

The enlargement of entei prises pioceeding apace with 
the concentiation and centralization of capital ptepates all 
the conditions for the socialization of the means of produc¬ 
tion, for the reconstruction of economic life on socialist 
principles A large enterprise, where thousands of work¬ 
ers aie employed, is something cpiite diffeient fiom an 
artisan’s workshop Whereas society wmuld find it difficult 
to take ovei countless numbcis of small workshops, it is 
fully possible to socialize pioduction wdien it is concentrated 
in a few huge plants and factories 

Marx defines the historical tendency of capitalist ac¬ 
cumulation as follows' 

“Self-earned private property, that is based, so to 
say, on the fusing together of the isolated, independent 
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labouring individual with the conditions of his labour^ 
IS supplanted liy capitalistic piivatc propeity, which 
lestb on exploitation ol the nominally fiee labour of 
otheis, 1 c , on V'ac/e labour 

“As soon as this piocess of tiansformation has suf¬ 
ficiently decomposed the old society fiom top to bottom^ 
as soon as the labouiers are tinned into proletai lans, 
then means ot laboui into capital, as soon as the tajn- 
tahst mode of piodudion stands on its f>\vn feet, then 
the tuithci sociali/.ation of laboui and fiiithei tians- 
loimatioii of the land and othei mean of pioduction 
into socialh I'xploited and, then foie, common means 
o( pioduction, as well as the fuithei expiopi lation of 
jnixatc’ pioinietois, takes a new toi ni That which is 
now to be exjnopiiated is no longei the labouiei woik- 
ing loi himself, but the capitalist exploiting many lab¬ 
oui ois This expiopiiation is accomplished 1)\ the 
action ot the immanent laws of lapit.ihstie pioduction 
itself, b\ tile centiali/ation ot capital One capitalist 
always kills many Hand in hand with this conlialiiia- 
tion, oi this expiopiiation ol many capitalists by few, 
doxeloi), on an e\ei extending scale, the co-opeiati\e 
foim of the laboui piocess, the conscious technical ap¬ 
plication ot science, the methodical cultnation of the 
soil, the ti ansfoi mation of the instiuments ot labour 
into instillments ol laboui oiiK usable in common, the 
economi/ang of all means of pioduction by their 
use as the means of pioduction of combined, so- 
ciali/ed laboui, the entanglement ot all peojiles in the 
net of the woild maiket, ami with this, the int in national 
charactei of the cajiitalistic legimc Along with the 
coiistantlv diminishing numbei of the magnates of capi¬ 
tal, wiio usurp and monopolize all achantages of this 
piocess of ti ansfoi mation, glows the mass of miseiv, 
oppiession, sla\ei\, degiadation, exploitation, but with 
this too glows the uwolt of the woiking class, a class 
always increasing in mimbeis, and disciplined, united, 
oigani/ed by the leiy mechanism of tlie piocess of 
capitalist pioduction itself The monopoly of capital 
becomes a fetter upon the mode of inodiiction, winch 
has spuing up and flouiished along with, and under 
it rentrahzation of the means of pioduction and so¬ 
cialization of labour at last leacii a point wiiere they 
become incompatible wnth their capitalist integument. 
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This integument is burst asunder. The knell of capi¬ 
talist piivate piopeity sounds The expropriators are 
expiopiiatcd ” * 

We have seen that eveiy capitalist, on starting produc¬ 
tion, buys the means of pioduction (lavv matciial, fuel) on 
. the maiket and hues vvoikeis e., 

Reproduction and labour povv ei) But now the 

sale of commodities completed his annual 

pioduction The lavv mateiial and fuel have been spent, 
the vvoikeis have expended thou year’s laboui, a great 
amount of finished commodities, shoes, let us sav, lies m 
the manufactuiei's vvaiehouse What is needed for the 
ieneual of pioduttioir' What is needed in order to con¬ 
tinue the production of shoes^ 

It IS peifectl> evident that it is necessary loi the manu- 
factuiei to purchase a new lot of law material and fuel, 
to hue his workois uquin foi the next V'^^ai But foi this 
purpose he needs money Wheie will the manufactuior 
obtain moneyHe mav boirovv'^ it, but this only means 
that he will finally have to lepay it The manufactuiei must 
obtain his money fiom the sale of (oi, as is sometimes said, 
ho must lealne) his finished commodities I'pon selling 
his products the manufactuior again buys laboui power 
and means of pioduction and begins his next cycle of pro¬ 
duction Thus the lealization of the finished pioducts is 
a neces^ian/ condition tor the lenevval of production, a 
necessaiy condition for repi eduction We see theiefoio 
that th^' process of leproduction foi the individual capi¬ 
talist has thiec stages 1) the purchase of means of piodiic- 
tion and labour pow'er, 2) the piocess of pioduction itself, 
3) the sale of the finished pioducts It is I'asy to note* that 
the second stage is the diieef ptoiesft of pioduction, dining 
w^hich the vv^orkeis pioduco suiplus value for the capitalist. 
The fiist and last stages rofoi to the piorcss of ciindntion\ 
in the first stage the capitalist converts his money into 
commodities, in the last, on the contiaiy, he sells his com¬ 
modities and realizes money for them He needs this 
money, howeyei, principally in order to buy the things that 
are necessary to continue production, for continuous pro¬ 
duction, foi reproduction Thus capital goes through its 
cycles 

It IS well known that m capitalist society there is not 
*Marx, Capital, Vol. I, pp 788-89 
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one capitalist, but many capitalists who aio stiugglmg 
among themselves Evciy capitalist deals with his capital 
as he finds best for himseif. The acts of individual capi¬ 
talists, and consequently the movements ot individual 
capitals, conflict and iiiteimingle with one anothei. The 
entile mass ot individual capitals, taken togethei, con¬ 
stitute social capital as a whole I* is in this intermingling 
of the movements ot seppiate independent capitals, whn*h 
at the same time constitute jiarts of social capital as a 
whole, that reproduction undei capitalism tak( s place For 
lepieduction to he effected, it is necessary foi not only the 
individual capitalist, hut fot the ititirr n tess of capitalists 
to be able to icali/e the pioclucts of their enterpiises 

“The scientific value of Maix’s theoiy consists in its 
having explained the piocess of lepioduction and cii- 
culation of social capital.” * 


Explaining the piocess ol repioductioii and circulation 
of social capital as a whole, the Mai xist-Leninist theoi v also 
unfolds the deepest (ontiadu fions which appear in the 
process of capitalist icpioduction The theoiy of repioduc- 
tion makes clear the complex (ondifion-s v\hich aie lequiied 
for the loali/alion of the entiie mass of commodities pio- 
ducod under capitalism The theoiy of leproduction shows 
how the vciy piocess of capitalist development constantly 
infiingcs upon these conditions and calls foith a breach in 
the entile piocess of icpioduction, loading to shocks and 
crises 


Condituiiis of 
reali/alioii under 
simple and extend¬ 
ed reproduction 


Lot us examine moie closolv the conditions in v\hich 
rcalr/afion of commodities takes place under capitalist rc- 
pioductioii The value of the entiie 
output of a capitalist country, like that 
of a single commodity, is made up of 
‘ the following thiee paits 1) constant 
capital. 2) variable cajiital. 2) siiiplus 
value We know finlher that the entire mass of the vaiious 
enteipuses can be divided into two laige gioups* 1) enter¬ 
prises producing moans of pioduction (machinerv, raw 
material, fuel, etc ), and 2) enterprises pioducing aitides 
of consumption 

“The problem of realization consists in finding on 
the market for every part of the capitalist product 


* Lenin, Collected WotU, Vol II, "Once Moie on the Pioblem of 
Realization,” p 4iri, Russian ed 
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another part of the pioduct that will be an equivalent 
of it, m teims of value (constant capital, variable capi¬ 
tal and suiplus value) and in teims of its mateiial loim 
(means ot pi eduction, articles of consumption, par¬ 
ticularly ai'ticles of necessitv and objects of luxuiy).” * 

For the sake ot simplicity we may assume that the en¬ 
tile economy of the coiintiy is conducted on capitalist 
principles. In leality this is not tiue foi an\ pait of the 
world, even in the most developed c.ipitalist countries a 
ceitain degiee ot aitisan and peasant pi eduction, which is 
not of a capitalist natuie, peisists llowevei, it we take 
such an immixed oi, as it is called, puie capitalist economy, 
we shall ha\o the tollouing situation undci simple lepio- 
duction The eiitiie mass of pioducts made at the fust 
group of entoi pi ises must be equal to that used up bv both 
groups duiing the yeai For example, it dining the 
yeai 20,000,000 tons of coal weie consumed, then the 
annual output of the mines must also equal 20,000,000 tons. 
If during the yeai 100,000 looms weie used up, then the 
production of new looms must equal this numbei As lor 
the second gioup ot entei puses, the entiio mass of com¬ 
modities pioduced by them, ai tides ot consumption, must be 
equal in value to the combined income ot all the w oi kei s and 
capitalists of both groups of entei puses And in fact, since 
accoidmg to oiii assumption theie aie no other classes in 
this society, all the ai tides of consumption inoduced must 
be used up by the woikei s and cajiitahsts But the oi kers 
and capitalists can buy only as much as then combined in¬ 
come will allow the woikeis to the extent of thenr wages, 
the capitalists to the extent of the surplus \aluc. 

How are the component parts ot the annual pioduct 
realizedThe constant capital of the fust gioup will be 
lealized within the gioup since it exists in the foim of 
means of production The variable capital and surplus 
value of the second gioup can also be lealized within the 
same group since they exi.st m the form of articles of con¬ 
sumption What paits will be exchanged between the two 
gioups’ This IS also not very difficult to answer The 
variable capital and surplus value of the first group must 
be exchanged for articles of consumption, and the constant 
capital of the second group must be exchanged for moans 

* //)?{/, Vol III, “Theoretical Mistakes of the Narodnik Econom¬ 
ists,” p 22, Russian ed 
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of production All these pai ts must evidently be equal to each 
other loi the exchange to be made without difficulty. Thus 
a condition of simple lepioduction is the following equa¬ 
tion the V ai lablc capital and sin plus value of the fii st group 
must be ecjiial to the constant capital of the second group. 

Maix denotes constant capital by the letter r, variable 
capital b\ the lettei /', and the sin plus value by the letter s. 
The gioiijis ai(* denoted bv lloman numerals Then the 
toiniul.i foi simple lepiodiiction assumes the form— 
/ (r-l-s) II, 

'Sow lit us see what the conditions toi leali/ation are 
uiKh'i exti'inled lepioduction We alieadv bmnv that 
siinpl(' K'piodiittion is onl\ an imaginaiv case and that 
actually the devc'lopincnit ol the capitalist svsiem piocceds 
along the lines of extended lepioduction How do the con¬ 
ditions (oi leali/ing pioducts change* iiiidei extended le- 
piodiK tion'^ Extended H'pioductnm implies accumulation. 
In oidei to c'xpand an enteipiise. it must be cnlaiged oi a 
new one must lu* built In <in\ c.iso some new means of 
jiiod'ulion imist b(> addc'd Hut these* means ot pioduc^ion 
must Inst be pioduced as thev do not come of themselves 
This UK'ans that tin* Inst gioup ot enteipiises, which pro¬ 
duce's mc'.ins ol pioduction, must ha\e a cc'itain excess of 
means of pioduction necc'ssvaiv toi the pin pose of expan¬ 
sion And this mcxins that the sum of vaiiable capital and 
sill plus value of the fust gioup must bo (nenfn than the 
constant capital of the second gioup Only in this case will 
tlioK* be an excess of means of piocluetion necessaiv for 
extended ic'pioduction This means that I must be 

gicatc'i than II r 

We know that under capitalism constant capital grow’s 
at a moie lajnd late than vanable capital A giowth of 
the organic composition ol capital takes place, the amount 
of machineiv pei woikei enijilov od incicases We also see 
that undei exteiidi'd lepioduction the vaiiable capital (plus 
sill plus value) of the Inst gioup must grow faster than the 
constant capital of the second gioup It is thciefore clear 
that the inciease in the constant capital of the fiist group 
must gic’atlv excevd the giowth of the constant capital of 
the second gioup And this means that with extended le¬ 
pioduction the section of mdiistiv engaged in produc¬ 
ing means of inoductuni must expand more rapidly 
than the sc’ction of that engaged in producing ai tides of 
consumption. 
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Let us see what the moie complex conditions for realiza¬ 
tion aie undci extended leproduction With simple re¬ 
production all the suiplus \alue is consumed by the capi¬ 
talist With extended repioduction the suiplus value in 
each gioup tails into two paits 1) the pait consumed and 
2) the pait accumulated The accumulated pait is added 
to the capital Since the capital ot each gioup is made up 
of constant and \aiiable paits, the accumulated suiplus 
value must bo divided into two paits constant and vaiiable. 
We have denoted the entiie suiplus value bv the lettei s 
Let us denote the part consumed by the capitalists bv the 
letter a; and the part accumulated, bv the lettei b The 
pait ot the accumulated suiplus value which is added to 
constant capital we shall denote b> the letteis lx, and the 
pait which IS added to vaiiable capital bv hr Then the 
piocess of reali/ation undei extended lepi odiiction will 
take the following foim As with simple icpioduction the 
second gioup must exchange its constant capital—<—with 
the fiist gioup; at the end of the yeai, this exists in the 
form of aitides ot consumption, while foi piii]K)s('s of pio- 
duction it must be had in the foini of moans of piodiiction, 
ic, as machineiy, law mateiial. etc In then tiiin the 
fust gioup must exchange with the vsecond then vaiiable 
capital which is intended for consumption bv the workeis 
but exists in the foim of means of pioduction The con¬ 
sumed pait of the suiplus value of the second giouj) exists 
as aitides of consumption, hence it does not have to be 
exchanged with the fiist gioup The consumed poition of 
the suiplus value of the fiist gioup, denoted bv a, exists 
in the foim of moans of pioduction, hence it must fust be 
exchanged foi aitides of consumption pioduccd bv the 
second gioup The accumulated poition of suiplus value 
of the fust group falls into hr —means of pioduction—and 
hr —aitides of consumption foi the woikms Evidentlv hr 
must be exchanged with the second gioup, whidi has all 
the ai tides of consumption But the second group, in its 
turn, must exchange the pait hr, which is to bo added to its 
constant capital, with the first gioup, while the pait hr of 
the second group docs not have to be exchanged, this has 
to be articles of consumption for the woikors and exists as 
such in the second group. Now we can see what exthange 
has to take place between the first and second groups for 
extended reproduction. The fust group must exchange a, 
V and hv; the second group must exchange c and he It is 
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perfectly evident that the exchange can take place only if 
these quantities aie equal to each othei, that is, when we 
have / {v \-a-\-hv) ll(c This is the condition for 

rccili/ation under extended reproduction 

The Mai Xian thcoi\ makes clear what conditions are 
requisite for the leali/ation of commodities under simple 
and extended capitalist icproduction 
Contradictions i3„t it does not at all asscit that those 

of capitalist conditions exist On the contraiy, the 

reproduction entire movement of the capitalist sys¬ 

tem pioceods by means of continuous uDiaftonn and dcrta- 
by moans of a constant uifiitKjrmnit of those mutual 
lelations which should exist between the \aiious blanches 
of industiy 

Capitalist lepioduclion shows up all the contiadictions 
mheiont in the capitalist s\stem In the process of repio- 
duction the /lus/c (onhadif (ion of ((ipifalusni stands out— 
the contiadiction between the social chaiaclei of pioduc- 
tion and the pii\atc-capitalist chaiactei of appiopnation 
Capitalist ontm puses unite main thousands ot woikcis 
The woik of e.ith enteipiiso is Mtallv noccssan to societv 
as a \v hole Tlu'se entoi pi ises employ all the forces of 
social dcnelopment, all the loices of technical science, the 
forces of the united social laboui of m,in\ lumdieds and 
thousands of people And they belong to a small handful 
of capitalists who conduct them for thou own g.im, chas¬ 
ing aftei the gieatest piofits 

The (Uwclopmont of capitalism leads to a in on th in the 
coniiadntiona hrtnnn the hoiu qcoifor and (hr pi olcfai lat. 
Ilepi odiution and accumulation of capital lead, as wt' Iuinc 
soon, on the one hand, to the giowth of the untold wealth 
wdiich belongs to a small gioup ol caintalists ami. on the 
othoi hand, to <in iiulease in the exploit.ition. o]ipiession, 
miseiy and, at the same time, the indignation and the will 
to stniggle of the bioad masses ot the pioletanat 

The basic contiadiction of capitalism—the contiadic¬ 
tion betweim the social chaiactei ot pioduition ,md the 
priyate chaiactei ot appiopnation—cloaih bet lays itself 
m the anaichii of piodnrfion (i c , in its planlessness) This 
anaichy of social piodiiction peculiai to capitalism is thus 
chaiacterized bv Engels* 

“ . . every societv based on commodity pioduction 
has the peculiarity that in it the inoducers have lost 



176 POLITICAL ECONOMY—A BEGINNER’S COURSE 

control of then own social lelationships. Each pro¬ 
duces foi himself, with the means of pioduction which 
happen to be at his disposal and in older to satisfy 
his individual needs through the medium of exchange. 
No one kiiovs how much of the aiticle he piodiices is 
coming onto the maiket, or how much demand thoie is 
for it, no one knows whether his individual pioduct 
will meet a leal need, w'hethei he will cover his costs 
or e\en be able to sell it at all Anaichy leigns in social 
pioduction I»ut commoditj' pioduction, like all other 
foims of pioduction, has its own laws, wdiich are in¬ 
herent in and msepaiable iiom it, and these law's as- 
seit themsehes in spite of anaithv, in and thiough 
anaicliy Those laws aio manifested m the sole form 
of social lelationship which continues to exist, in ex¬ 
change, and entoice themsehes on the mdiMdiial pio- 
duceis as compulsoiy laws of competition At first, 
theiefore, they aiounkpown even to these produceis, and 
have to be discoveied bv them giaduallv, onlv thiough 
long cxpeiicnce They asseit themselves theiefore 
apait fiom the pioduceis and against the produceis, as 
the natuial laws of then foim of ])iodiiction, v\oiking 
blindly The pioduct dominates the piodiicers " * 

We have seen how complex the conditions for capitalist 
realization are But who sees to it that these conditions aie 
stiictlv obseived*^ It is poifectly evident, that with a 
planless, anarchic system such as capitalist production pre¬ 
sents, these conditions of lealization aie put into effect only 
by the blind foiccs of the maiLct With countless v’aiiations 
and deviations, w ith ceaseless infi mgements, the mutual 
relations betw'een the v'aiious branches of mdustiy which 
aie necessary for the leali/ation of commodities under capi¬ 
talism foige a way for themselves 

The tendenni toiund^ an vnhnntrd expansion of in- 
dnstiy IS inheHmt in capitalism In the laie loi inofits 
eveiy capitalist tends to throw the greatest possible amount 
of commodities on the market. He tries to expand his en- 
terpiise, to increase the volume of his production The 
commodities which are produced must, how'evei, be sold 
to someone On the other hand, it is the nature of capi¬ 
talism to tend to reduce consumption by the broad masses 
of the people to the mo<it miserable minimum Expansion 

* Enffels, Herr Enqev Dtihnnq'<t Ret ohitiov ?w Srtence, p SO') 
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ol the capitaliist maiket it. to some extent due to the giowth 
of the demand loi means of pioduction which go for the 
expansion of* entei puses llowevei, in the end the enter- 
piises using these means of pioduction pioduce ever- 
incieasing quantities ol toiisumeis’ commodities. And the 
maiket 'or these is limit(‘d because of the impoveiishment 
of the piolctaiian masses Thus the ionhndution bciiveen 
ptoduiliou (uid i onsumplion inheient in capitalism leveals 
itself in the pioc(‘ss of iep‘(xluction, a contiadiction ^\hlch 
is oiilv one ol llie foims in which the fundamental contia¬ 
diction ol tajiitalusm is expiessed—the contiadiction be- 
tw'een the social natuie of pioduction and pinate nature 
ol apjn opriation 

Ilowecei, in analysing these contiadictions of capital¬ 
ism, it w’ould be altogether incoriect to diaw' the conclusion 
th.it capit.ihsm c.innot exist in genmal At the piesent 
time capitalism is lix’ing in fh<> iieiiod of its downfall, its 
destiuction Ne\ (*i theless, dm mg a definite peiiocl, the 
capitalist sNstem biought with itself the development of 
the inodiictixe loices ol society ncxessaiv to piepaie the 
giound foi a higluM, socialist sxstem The dexolopment 
of cajiilalism cannot inocc'od otheiwise than thiough a 
w’hole senes ol contiadictions, and to note thesi' contia- 
dictioiis simplv clems up foi us the histoncallv tiansient 
natuie of ( apilalism, cleais up the conditions and c uises for 
the t(‘nd(’iic\ tow.iids the tiansition to a hmhei foi in 

The IMai \ist-L(‘niiiist theoiv of ic'piodiiction shatters 
all lh(’ subtle aij-'iimmits of the defendeis of capitalism It 
exposes the complete unten.ibilitv of the iinention of the 
hiielings of capitalmn to the effect that capitalist lepio- 
dudion can, piesumabh, lun along smoothly and evenly 
without am hitch, w ithout .shocks oi crises The theoiv also 
decisuc’lv show's the untenabihtv of the opinion that capi¬ 
talist K'piodiKtion cannot, piesuniablv take nlace alto- 
gethei betause of its mheieiit contiadictions The adhei- 
ents of this opinion at the time when capitalism was still 
taking its fust steps declaic'd capitalism “impossible” 
TTndei modem conditions, the follow'ds of this eiioneous 
theory come to the tiaitoious conclusion that capitalism, 
because of the rendine contiadictions mheient in it, must 
inevitably perish of itself, automatically, without anv le- 
volutionary struggle on the pait of the proletaiiat 

Maix disclosed the law of capitalist production. 
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Marx show ed liow repioduction takes place under capital¬ 
ism Some Clitics of Maix, llosa Luxembuiji: amoii}? them, 
tried to show that imdei capitalism lepiodiiction is possible 
only to the point when capitalism has destioNod all the 
lemnants ot the picMoiis sistein—snuill-scale toinmodity 
piodiiction The adheients of this eiioiieoiis tlieois of 
Rosa Taixembiiiji hoqiienth diaw the most haimfiil inler- 
ences liom it Thev aiRUO somothing like this sinci' capi¬ 
talism is doomed to jhm ish becaiiM* o( its iiiabiliic to ]noceed 
with lepioduclion aitei tin leinnaiits o| sinijile commodity 
piodiiction lia\e hi'i'ii d('stio\(‘d. we iK'ed not pioci'i'd with 
the stni;Afile loi the meitiiiow of llie powet ol cajiital- 
ism—and the\ i.ilnih lu' liack to wait toi Die moment when 
capitalism will collapse ol ilsell It i> (|nile e\ Kl-ent tliat siuli 
a posiiion 1 -. tlc'C'ph alien to ie\olulioi'ai \ IMai\ism-Ta’nin- 
ism ('apitahsm will not jieiish ol itsc'll. automaiicalK Onlv 
the lexolutioii.'i \ stiiijiuleol tiu> pio1etaii.il. ie(|niiiim tie- 
mc'ndoiis sell-^aci iluc* wi" In me .d'oiit *he destiiutioii of 
caintalism, sla\t i\ .md oppies-ion 

Thi' tollowine passap ■ i- tal i n horn .1 book ile-,i 1 ilnnp; 
the 1il(‘ of mineis m AmmK.i 

“A ninwM s s.ni <isk» a his moiliei 

rapitalist crises ^ 

of o\erprodiiclioii 

“‘Because \\r luue no coal ^ oin l.ithei is out of 
wolk and we ha\e no moiKw to bii\ coal ’ 

“ ‘But win IS h(> out ot woik, niothei *' 

“ ‘Becausi' theie’s too much co.il ’ ” 

This loinmsation excellentlv poilia\s the pkii inp con- 
tiadiction wdiich becomc's cwident diiiinp (wet\ (.inilalist 
Cl ISIS The familv of the toal minc'r fiee/es because “too 
much” coal has been mined fiom the bowels ol tlu> eaith 
Millions of people po hunpi\ because “too much” bioad has 
been piodiiced and wheat is theiefoic' used toi locomotive 
fuel The unemplo\ed and then families aio wuthoiit shel¬ 
ter because “too many” houses have been built w'hicli aie 
thcueloie standing vacant 

But aie “too much” biead, clothes, coal, houses, etc, 
actually pioduced*^ It is pcifectlv clear that dm inp the 
Cl ISIS tiemendous masses of people' cxperienie desperate 
need foi the liai e necessities of life But they have no money 

*A Rocli<?sCpi. Jjnbour nnti Coat, p 11 Intoi national Piiblishcra. 
Nc'w Yoik, ion 
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With which to hinf those commodities And under capital¬ 
ism a need loi a commodity has meaning only when it is a 
need loi nhitli juajment <nn lx tnatle The demand toi 
hiead, coal, etc, duiiiig the ciisis is tiemeiidous, but the 
demand )oi n huh ixtifmciit (an ht mudc is small because of 
the impovei islimeiit ol the masst s ol the pi'ople, because of 
the despeiate po\('it\ ol the iiiu“iiiplo>ed This is the glai- 
ing contiadiction which attains gigantic propoitions in 
timi's o( Cl ISIS 

(’apitalist cl iM's au‘ciises o( o\ ipM'di.lion So many 
I omii'oddu'-, aic piodiued that iindei conditions of the ex- 
ploiliug (.ipd.ilisi sssteni. which hmdN the ]uiichasing pow'- 
(M ol the 1)1 oad m issf s tli(\ can liml no mai ke^ \\ hat is 
Ui(' loot 1 iiiso ol (iivts undei capiiahsm*' 


I iidoi coinmodil\ piodnctioo t'ne indnuliial pioducers 
ai(' loniie'tcd Ihil lh(‘ connection is a siiontanooiis one. 

The bl’iul loiK's ot the market hold 
Win aieeiiseH mduidiial pioducei 

iiwwit joh under ^ ^ s\'.tem a total iliscicp- 

eapi.iisin. ^ betwein what is pioduced and 

what IS iiei'dt'd is alwa\s iiossible The piodiiction of com- 
modilit^ 111 itsell aliead\ opens uj) the po.ss-dn/if?/ foi the 
.id\('iit ol ciise-, loi till' comph'te disoi gani/ation and dis- 
luption ol the iiUKe-s ol iopioduction 


rnd('i simple comniodit\ piodmtion howe\ei, ciises 
although possible aie not iin<i\oukible The inciitahiUty 
of cMises aiises onh with capitalism ()nl\ the contradic¬ 
tion® inlu’K'nt in c.ipitahsm make lepeated (peiiodic) ciises 
ol O' ei pi odiKtioii ine\itable 

As w(’ ha\e seen, laintahsm leads to a bioadening of 
the soj i.d chai.utei of laboui, meiging the diveise labour 
ol indixuUial woikeis into a single stieam At the same 
tin'e, I he piodiicls (d this united laboiii of nianv thousands 
and million ol woikevs find themseUes at the complete dis- 
liosal ol a small gioiip oi eaiiitahsts, wdio diet ite the entiic 
fate of lndustl5^ 


“All pioduction thus meiges into one s'lcial produc¬ 
tion piocess, whereas each enterprise is managed by 
a sepal ate capitalist, depending on his arbitrary de¬ 
cisions, making the social pioducts his private pioperty. 
Is it not deal then that this loim of pioduction comes 
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into irreconcilable contradiction with the form of ap¬ 
propriation’” * 

It IS this fundamental contradiction of capitalism — 
contradiction between the social chai actor of production 
and the private chaiacter of appropriation—^that makes 
cnses inevitable under capitalism. And it is this contra¬ 
diction that stands out most sharply and clearly during 
crises. 

This contradiction inevitably leads to a point where the 
masses of commodities produced Und no maikct It is not 
because no one is m need of food or clothing that they find 
no market; on the contraiy, under capitalism the number 
of those in desperate need of the bare necessities of life is 
tremendous. The tioublc is that the masses of the workeis 
who stand in need of these necessities have no means of 
obtaining them The maiket is cm tailed, plants and fac¬ 
tories cannot get rid of thou products, overproduction over¬ 
takes one branch of mdustiy after another The waio- 
houses are full of finished products, the factories cut down 
production, many enterprises close altogether, the workeis 
aie thrown out onto the streets The growth of unem¬ 
ployment cuts down the consumption of goods by the work¬ 
ing class even more, cuts down the demand for commodities. 
Tremendous masses of workeis .staivmg while the ware¬ 
houses are full—this is the picture of capitalist crises 
Describing the dovastmg ciisis of 1901, Lenin wrote 
about capitalist crises as follows* 

"Capitalist production cannot develop otherwise 
than in leaps—two steps foiward and one step (and 
sometimes two) back As wo have already observed, 
capitalist production is production for sale, the produc¬ 
tion of commodities for the market. Production is 
carried on by individual capitalists, each producing on 
his own, and none of them can sav exactly what kind 
of commodities, and in what quantities, are required on 
the market Production is carried on haphazardly; 
each producer is concerned only in excelling the others. 
Quite naturally, therefore, the quantity of commodities 
produced may not correspond to the demand on the 
market. The probability of this being the case be- 

• Lenin, Collected Works, Vol. I, “What the ‘Friends of the People’ 
Are and How They Fight Against the Social-Democrats,” p 92, 
Russian ed 
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comes particularly great when an enormous market 
IS suddenly opened up in new unexplored and extensive 
territories.” * 

Seeking their own gam, the bourgeoisie develops the 
production of the most diverse commodities in a frenzied 
haste. To the capitalist one kind of commodity is as good 
as anothoi, so long as it gives him moie profit. Every en- 
tiepiencui tiies to expand production* a greater scope 
promises greater piolits. It is i^eifectly clear that in this 
race for profits, in this .stiuggle of all against all, those 
complex conditions which aie required for maintaining a 
balance bet^^een diverse blanches are not adhered to. 

"Gigantic crashes have become possible and inevit¬ 
able, only because powerful social productive forces 
have become subordinated to a gang of rich men, whose 
only concoiii is to make profits.” ** 

Under capitalism, production grows spontaneously. In- 
dustiy pioceeds planlessly, anarchically The lace for prof¬ 
its evokes a tendency towaids an unlimited expansion of 
pioduction However, this tendency meets the impassable 
barrieis of capitalist lelations These barrieis have their 
roots in the fact that the consumption capacity of the 
broad pioletaiian masses is limited because of their exploi¬ 
tation bv capital 

"In order that an enterprise may make a profit the 
good.® produced in it must be sold, a pui chaser must be 
found for them Now the purchasers of these goods 
must be the vast mass of the population, because these 
enoimous enterprises produce enoimoiis quantities of 
goods Hut nine-tenths of the population of all capi¬ 
talist countiics aie poor, they consist of workeis who 
icceivo miserable wages and of peasants who in the 
mam, live under even woise conditions than the work¬ 
ers Now, when, m the period of a boom, the large 
industrial entei prises set out to produce as large a 
quantity of goods as possible, they throw on the market 
such a huge quantitv of these goods that the maiority 
of the people, being poor, are unable to purchase them 
all The number of machines, tools, warehouses, rail- 

* Lenin, Collected IfoiAs, Vol IV, Book I, pp 171-72, International 
Publishers, New York, 1929. 

••/ftirf, p 172 
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roads, etc., continues to grow. From time to time, 
however, this process of growth is interrupted because 
the masses of the people for whom, in the last analy¬ 
sis, these improved instruments of pioduction are in¬ 
tended, remain m poveity, which veiges on beggary.” * 

Thus, inherent in capitalism, theic is the deepest con¬ 
tradiction between the colossal growth of pioduction pos¬ 
sibilities and the relatively reduced purchasing power of 
the working masses. The productive foices tend to grow 
without limit In order to obtain moie piohts, the capital¬ 
ists expand pioduction, improve technical piocesses, exploit 
the w'orkeis moie intensivelv. The development of credit 
makes it possible tor individual capitalists to expand pro¬ 
duction fai beyond the limits of their own capital The 
constant trend tow^aids a reduction in the rate of ]nolit, 
peculiar to capitalism, spins each entropieneui on to 
greater expansion But this tendency towaids an unlimit¬ 
ed expansion of industi y inev itably comes into conllict with 
the limited poweis of consumption of the broad masses of 
woikers. The growth of exploitation means not only the 
growth of pioduction It also means a ieduction in the 
pill chasing power of the masses, a cuitailment of the pos¬ 
sibility of selling commodities The purchasing power of 
the masses of w^orkeis and peasants remains at a low' level. 
Hence the inevitability of oveiproduction eii'ies under 
capitalism 

Crises accompany capitalism from its eailiost begin¬ 
nings. From the veiy outset of capitalist industiy, crises 
, . shake capitalism at certain definite 

Periodicity intervals Crises wcie born together 

of crises capitalist system Over a 

period of one hundred years the capitalist vvoild has been 
shaken by crises every eight to twelve years 

The first general crisis occurred in 1825, Then there 
were recurrent crises in 1836, 1847, 1857, 1873, 1890, 1900, 
1907. Beginning with 1847, ciises began to embrace not 
one country alone but all countries where capitalism was 
developed. 

As can be seen by this series of crises, they occur at 
definite intervals throughout the entire development of 
capitalism. Capitalist crises are distinguished by their 
periodicity (t.e., they occur at regular intcryals of time). 


Ibid., p 173 
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Between one ciisis and anothei, capitalist industry passes 
through a ceitain ciicle oi, as it is called, cycle. In the 
period betore the imperialist war, crises usually gave place 
to depiossion, then this depression passed over into a 
modei ate ievi\al, the levual in turn gave place to a period 
of piospeiity when expansion and the lace for piofits 
leachod their highest point Then a ciisis tame J>nd the 
cycle ^\as begun anew 

Kngels thus desciibes the piocess of development of 
capitalist eeonomv liom crisis to ciisis 

“ since 1825, when the lust geneial tiisis broke 
out, the whole industrial and eommeirial woild, the 
pioduction and exchange ol all civih/ed peoples and 
of then inoie oi l(>ss baibaiian deiiendent peoples have 
been dislocatcnl piacticallv onc«‘ in cveiv ten veais 
Tiade comes to a standstill, the maikets aie slutted, 
the piodiicts he in gieat masses, nnsaleable leady 
inoiKw disappcsiis, (K'llit vanishes, the tactnnes aie 
idle, the working masses go shoit ot food liecause thev’ 
have piodiued too nnuh food, bankiuptcv follows upon 
bankiuptcv. toiced sale upon toicc'd sale The stagna¬ 
tion lasts loi vcais, both pioductive toues and pio- 
ducts aie siiuandeied and destiov'ed on a laige scale 
until the acdimulated masses of commodities aic at 
last disposed of ,it a moie or less consideiable dejnecia- 
tion, until pioduction and exchange giaduallv begin to 
move again I>v degiees the pace quickens, it becomes 
a tiot. the industnal tiot passes into a gallop, and the 
gallop in turn passes into the mad onrush of a complete 
industnal. commeicial, ciedit and speculative steeple¬ 
chase, onl.v to laml again in the end, after the most 
bieakncck lumps—in the ditch of a ciash And so on 
again and again 

“In these ciises, the contradiction between social 
pioduction and capitalist appiopriation comes to a 
violent explosion The circulation of commodities is 
for the moment ieduced to nothing; the means of cii- 
culation, money, becomes an obstacle to circulation, all 
the laws of commodity production and commoditv cii- 
culation are turned upside down The economic col¬ 
lision has I cached its culminating point the mode of 
p}oduction reheiji aqainst the mode of exchange. 

'* EngoN. Hcrt Euqev Dukrmg's Revolution in Science, pp 309-10. 
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The causes of the regular appearance of ciises are 
rooted, as we have already seen, in the fundamental con¬ 
tradiction of capitalism—the contradiction between the 
social character of labour and the private character of ap¬ 
propriation. Once the crisis has appealed and devastated 
the economic life of the coimtiy, a ceitain stimulus is neces¬ 
sary for the transition from depression to levival Such 
a stimulus for the revival of the basic industiics inoduc- 
mg means of production is the ye-equipment of entopy mes. 
After the ciisis plants and factoiies need new, impioved 
equipment They oidei machineiv and this cieates a wave 
of demand whose vibrations reach the most i emote in- 
dustiies. It can be consideied that the equipment of an 
enteiprise selves foi appioximateh/ toi yeais Thus it is 
necessary to i enew the fixed capital of an entei prise ap¬ 
proximately eveiy ten veais Therefore about eveiy ten 
years industry leceives the stimulus treated by the neces¬ 
sity for lenewing the equipment of enterprises 

This picture changes in the post-wai pei lod Capital¬ 
ism now lives thiough a decline, it decays while it is stil! 
alive. Now a crisis shakes its foundations mcomparablv 
moie violentlv than pieviouslv The foimei cyclical devel¬ 
opment of industry is shattered 

In many countries theie has been no use in industry 
at all, in otheis there was a slight rise for a short time. 
On the other hand, the decline dm mg the pi esent crisis was 
exceedingly gieat 


The significance 
of crises 


Crises are of gieat significance in the entire piocess of 
capitalist development In times of cnsis the inability of 
capitalism to cope with the forces 
which aie called to life by capitalism 
itself IS cleaily manifest The anairhif 
and the confusion of capiLilist pi ndvctinn anrl lepioduefion 
arc revealed with particulai claiity The crisis further 
reveals the piedatoiy nnfuie of capitalism, which allows 
the greatest wealth to perish while even the most essential 
needs of the bi’oad masses of the people are loft unsatisfied. 


“The crisis shows that modern society can produce 
immeasurably more goods than it does, which could be 
used to improye the conditions of life of the whole of 
the toiling people, if the land, factories, machines, etc., 
did not belong to a handful of pnyate owners, who ex- 
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tiact millions of profits out of the poverty of the 
people ” * 

The crisis shaypen’i class cont)adictions, aggravating 
the conditions of the workeis and increasing unemploy¬ 
ment to a tremendous degree The ciisis compels very 
many woikeis, who foimeil> tended to be at peace with or 
indiireient to capitalism, to become active in the struggle 
against it The tiisis lays baie all the (ontiadictions of 
capitalism and shows the mrvitabilitif ot ifs dc'^tnution. 

Under the circumstances of the piosent ciisis the Social- 
Deniociats eneigeticalK develop the traitorous theoiy that 
the CIISIS hampeis the n*\olutionai\ struggle of the pro- 
letaiiat and piedostines it to tailuie Trotskv joins his 
voice to this choiiis of the Social-Dcinociats The “Left” 
Social-Demociats have invented a special theoiv that the 
circumstances of the ciisis cieato not a ievolutionaly but 
a counter-rev oliitionai \ situation Thei efoi e, they say, the 
woiking class can onlv conduct a defensive but not an of¬ 
fensive stiuggle' 

It IS easy to giasp the full, tiaitoious impoit of such 
counter ievolutionalv inventions The ciisis shaipens all 
the contiadictions ot capitalism to the utmost It is in 
just such ciicumstances that the Social-Demociats come 
out as “healeis” at the beiKside of sick capitalism They 
pioclaim then task to be, not to help in buiying capitalism, 
l3ut to help in “cuiing” it Paiahsing the ievolutionary 
eneigv of the w'orkeis they thus open wide the door for 
the victoiv of fascism, as was cleailv demonstiated in Gei- 
manv 

Ciises glaiinglv show the deep conti adiction inherent 
in capitalism between the pioductive forces and the pro¬ 
duction lelations. a conti adiction which is dragging capi¬ 
talism to its inevitable destruction. 

This role ol crises is chaiactorized by Faigels as follows* 

“The fact that the social organization of pioduction 
within the factory has dev’cloped to the point at which 
it has become incompatible with the anarchy* of pro¬ 
duction in society which exists alongside it and above 
it—this fact IS made palpable to the capitalists them¬ 
selves bv the violent concentration of capitals which 
takes place during crises through the nun of many 

• Lenin, Collected Woiks, Vol IV, Book I, p 1G6 
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big and even more small capitalists The whole mechan¬ 
ism of the capitalist mode of production breaks down 
under the piessuie of the productive forces which it 
itself cieated It is no longer able to tiansform the 
whole ot this mass of means of pioduction into capital; 
they he idle and foi this \eiv leason the industiial re- 
sei\o aimv must also he idle Means of production, 
means of subsistence, a\ailable laboureis, all the ele¬ 
ments of pioduction and of geneial wealth aie there 
in abundanie But ‘abundance becouK’s the source of 
distiess and want* (Fouiiei), because it is picciscly 
abundance that piexents the conveision ot the inc'ans of 
production and subsistence into capital For in capi¬ 
talist aocietj the means of pioduction cannot tunction 
unless thev hist ha^e been conceited into capital, into 
moans toi the exploitation of human hiboui powei 
The necc'ssitc toi the means of pioduction and subsis¬ 
tence to take on the foim ot capital stands like a ghost 
between them and the woikeis It alone pi events the 
coming togothoi c.t the matoiial and poisonal levels 
of pioduction, it a’ono toi bids the means of piodiution 
to hmction, the woikeis to w'ork and to lice Thus, on 
the one hand, the capitalist mode of piodudion st<inds 
convicted of its own incapacity any longei to contiol 
these productive toices And, on the other hand, these 
pioductivc foices tbemselv'cs puss foiwaid with in- 
ci easing foice to put an end to the contiadiction, to rid 
themselves of their chaiactei as capital, to fho nctunl 
) rrof/nition of that rhoioffet ffO( lal ptodurfu’e 
foicc'i ’ ' 

In the Comviiirnsf Momfesto there is the following clear 
charactei i/ation of the lole of ciises in capitalist pioduc¬ 
tion 


“Modern bourgeois society with its relations of pro¬ 
duction, of exchange and of piopeitv, a society that 
has coniuied up such gigantic means of pioduction and 
exchange, is like the soiceier who is no longer able to 
control the powers of the nether vvoild whom he has 
called up by his spells For many a decade past the 
history of industry and commerce is but the history 
of the revolt of modern productive forces against mod¬ 
el n conditions of production, against the property rela- 

En^ehs, Herr Euqen Duhring^s Resolution in Rsnence, pp. 310-11 
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tions that are the conditions for the existence of the 
bourgeoisie and of its rule It is enough to mention the 
commercial ciises that by their periodical return put 
the existence of the entire bourgeois society on its 
trial, each time moic tlueateningly In these crises 
a groat part not only ol the existing pioducts but also 
ot the pieviously created pioductivc toices are penodi- 
lally (lestioyed. In those ci ises there breaks out an 
opidomic that, in all eailior epochs, would have seemed 
an absuidity—the epidemu of oveipioduction Society 
suddoiiU finds itsolt put back into a state ot niomentaiy 
baibaiism, it appeals as if a famine, a unncisal war 
of decastatioii had cut off the supply of eveiv means of 
subsistence, mdustiy and co^^'meice seem to be de- 
stioyod And why*' IJocause theie is too much civili¬ 
zation. too much means ot subsistence, too much indus- 
tiy, too mu( h commcicc The pioductivc loices at 
the disposal of society no longer tend to fuither the 
development of the conditions of bouigeois piopeitv, 
on the contiaiv, they ha\c become too poi\eitul foi 
those conditions, bv which they are fetteiecl, and so 
soon as they o\eicome those fetteis, they bung disoidei 
into the iiholo of bourgeois society, endanger the exis¬ 
tence of bouigeois pioportv The conditions of bour¬ 
geois society aie too iiariow to compiise the wealth 
cieated bv them And how does the bourgeoisie get 
over those ciisos’ On the one hand, bv enforced de- 
stiuction of a mass of productive foices; on the other, 
bv the conquest of new markets and bv the moie 
thoiough exploitation of the old ones That is to sav, 
bv pa\ing tlie wav foi moie extcnisne and more de- 
structi\e ciises and bv diminishing the means wheiebv 
Cl uses aie prevented” 

REVIEW QUESTIONS 

1 What IS K'pioduction’ 

2 What aio tho conditions foi smiiile lepioductioii*’ 

! '\ hat aic tho conditions foi c\tcndc<l icpioduction ’ 

1 How aic concontiation and centialization of capital ex¬ 
plained’ 

n Whit IS the difTeiencc between concontiation and cential- 
ization of capital’ 

1) W'hat aie tho causes of capitalist crises' 

7 Of what significance aie crises foi tho woikiiifr class’ 

8 How can one explain the periodic repetition of ciises’ 

* The Comtmmnt Manifesto, p 21, Moscow, 19.1*1 
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Imperialism—the Eve of the Socialist Revolution 
of the Proletariat 


Dining the nineteenth century, capitalism developed 
and spiead fiom country to countiy until it embraced the 
whole woild Together with the giowth 
From industrial of capitalism its haiiowung contradic- 
capitalism to tions steadily became more pronounced 

imperialism greater. Dining this period in- 

dustiial capital w^as at the head of capitalist development. 
That IS w’hy wo call this period the epoch of industrial capi¬ 
tal oi indiistnal capitalism. 

The giowth and development of the fundamental con¬ 
tradictions of industiial capitalism brought about a new 
stage in the development of capitalism— impenahsm. Im¬ 
pel lalism as a new and higher stage in the development of 
capitalism appealed at the beginning of the twentieth 
centiuy Undei impel lalism all the iundamontal contiadu- 
tions of capitalism aie shaipcncd to the utmost. Imperial¬ 
ism is the last stage of capitalist development Imperialism 
IS moiibund capitalism Under impenahsm the capitalist 
system becomes a hindiance to the fui’thcr development of 
society 


Lenin’s teaching on imperialism is a sharp weapon in 
the hands of the pioletaiiat in its revolutionary stiuggle for 
socialism. Lenin showed that impoiial- 
The teaching jgj,^ jg moiibund capitalism, that im- 

of Lenin on pcrialism is the cve of the socialist 

in.perial.»m , 

In his work on the foundations of Leninism, Stalin 
points out that Marx and Engels lived and fought at a time 
when imperialism had not yet developed, in a period of 
the pieparation of the pioletariat for revolution, whereas 
Lenin’s revolutionary activity was effected within the 
period of developed imperialism, the period of the unfold¬ 
ing proletarian revolution Leninism is the further devel¬ 
opment of Marxism under new conditions, under the con¬ 
ditions, of the epoch of imperialism and proletarian revolu¬ 
tions It follows therefore, that at this time one cannot 
be a Marxist without being a Leninist. It also follows that 
188 
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to deny the Leninist theory of imperialism is to break away 
entirely from Marxism. It is clear from this that any dis¬ 
tortion or mistake in the theory of imperialism inevitably 
means a break with i evolutionary Marxism-Leninism. 

Lenin analysed imperialism as a special stage in the 
development of capitalism, as a new stage m capitalist de¬ 
velopment, as a distinct histoiical epoch conditioned by 
radical changes in the field of economics . Lenin considered 
as most imjioitant those changes which have taken place 
111 the field of capitalist production and which distinguish 
the epoch of imperialism from the previous epoch of m- 
dustiial capitalism In this Lenin based himself on those 
laws of the development of capitalism whicli wore discov¬ 
ered by Mai x, and indicated how those laws act in the new 
epoch. 

Lenin pointed out all the pecuhai dies that distinguish 
this new epoch, w'hich is the epoch of decaying and dying 
capitalism and the eve of the socialist ievolution. Im¬ 
perialism inevitably bungs devastating vuiis and the gcn~ 
eial rnsis of the entire capitalist system. 

“Impellalism emerged as the de\olopment and 
direct continuation of the fundamental attributes of 
capitalism in geiieial “ ' 

Impel lalism is a iun\ stage in the de\elopment of capi¬ 
talism, but this now stage is the direct continuation of the 
previous stage—the epoch of industrial capitalism The 
fundamental and decisive contiadictions inheient in in¬ 
dustrial capitalism—the contradiction between the bour¬ 
geoisie and the piolelariat, the stiuggle within the capi¬ 
talist camp, aiiaichv of production, ciises—not onlv do not 
disappear woth impel lalism, but on the coiitiarv, they 
attain their utmo^st acuteness. 

The ide,i that imperialism has absolutely nothing m 
common with the previous eia of industrial capitalism is 
a crass oiroi Such a vie\v (the so-called “theory of pure 
imperialism”) was propounded bv Bukharin and several 
of his adheients during the years of the impel lalist w'ar. 
In spite of the seeming “Leftism” of this theory (the pecu¬ 
liar nature of imperialism is very much stressed), it leads 
in practice to completely opportunist conclusions both with 
respect to modern capitalism and with respect to the transi¬ 
tion to socialism 

■"Lenin, the Highest Stage of Capitalism, p 84 
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Lenin evolved his theory of imperialism in a process of 
unceasing, unrelenting fttrnggle against all kinds of bour¬ 
geois and petty-bourgeois views on this question, in a i uth- 
less struggle against all kinds of opportunist distoitions 
and niisinterpietations of Marxism on tlu‘ question of im¬ 
perialism The Ijoninist theory of impel lalism is insepa¬ 
rably bound up with the Leninist teaching on the proletar¬ 
ian 1 evolution Anti-Ijeninist view's on questions of 
impel lalism, on the othei hand, are most mtimateU ton- 
nected v\ ith oountei-revolutionarv political positions All 
distoitions and enois m the interpretation of the Leninist 
theoiv ot impeiialism inevitablv lead to oppoitunisL views 
Leiiiii begins his aiiahsis ot impellalism with an in¬ 
vestigation ot the piocess oi comvntHition of p^odiK fion. 
vv’huh bnngs with it the n(l< of }nunoi>ohei> Caielullv 
tiaiing the stejis ol the capitalist dmelopiiient oJ the Iasi 
epoch, Lenin leaches the conclusion that this period <an 
be chai aclei i/,od. piimarilv, bv the tait that the pieviouslv 
piedomiiiant. fiee competition is leplaced by tlie lule ot 
capitalist inonopolv which shaipeiis the contiadictioiis ol 
capitalism to the utmost 

Monopolv lule, penotiatmg the cntiie economic and 
political liie in capitalist countiies, is the tundainental at- 
ti ibute ot impeiialisni It is this pie- 
rne leatures dominance of monopoly w'hich lays its 

ot imperialism moiadicable stamp on all phases of 

economic development in the eia of impeiialism Lemn 
gives tlie following definition of impeiialism, embiacing 
Its five fundamental features* 

“1) The concentiation of pioduction and capital 
developed to such a stage that it cieates monopolies 
which play a decisive lolc m economic life, 

“2) The merging ol bank capital with industrial 
capital, and the creation, on the basis of ‘finance capi¬ 
tal,’ of a financial oligarchy, 

“3) The export of capital, which has become ex¬ 
tremely important, as distinguished from the export 
of commodities; 

“4) The formation of international capitalist 
monopolies which share the world among themselves; 

“5) The teriitorial division of the whole world 
among the gieatest capitalist powers is completed 

“Imperialism is capitalism in that stage of devel- 
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opment in which the domination of monopolies and 
finance capital has established itself; in which the ex- 
poit ot capital has acquned iiionounced impoi-tance, 
in which the division of the world among the inter¬ 
national trusts has begun; m which the paitition ol 
all the teiritoiies ol the globe among the gieat capi¬ 
talist poweis has been completed ” 

In anothei work, Inipcnahstu uu'i the Split m Sonul- 
i.sni, Lenin gives the sam<' list ol tlie most imiioitant fea- 
tuies of impenalism In this book, pointing out the nects- 
sit> ol d('lmmg 'mpenahsm as ineeiselv and as full> as 
possible, Lenin wiole as loilows 

“Inipen.disiii is a paiticulai histone stage ol cajn- 
talism Its special ch.iKictei is thicefold impellalism 
is 1) monopoh <.ip'talism, 2) jiaiasitic, oi docaving 
t.iintaiisin , .>) inoi ibund (apit.ilism The substitution 
Ol monopolv loi Ikh tompeliuon is the timdamentel 
economic Icsitiiu', tin* qmufi’ssrni i’ ot impenalism 
AIoiiopoK manilcsts itsc'll in live ni.un loims 1) cai- 
tc'ls, svndu.ites and tnists, the concenliation ot pio- 
duction h.iving n ached the stage which gives use to 
tlu'se moiioiiohstu combinations ot caintalists, 2) the 
moiiopolistu position ot lug banks tliiee to live gigan¬ 
tic banks manijnilatc* the whole economic life ot 
Amei ica, Fi.ince, (leiinanv, A) usuipation of the 
souices of iim niotiiidl bv tlu' tiusts and the linancial 
oligaichv (liiiance c ainlal is monopolistic iiidiisti lal capi¬ 
tal meigc'd with bank capital) , 1) the (economic) pai- 
tition ol the woild among the inteinational cartels has 
begun The inteinational caitels which dominate the 
irholc vvoild maikot, dividing it ‘amicably’ among them¬ 
selves—until war bungs about a ledistribution—al- 
KMdv numbei ovei one Jnifidird' The expoit of capital, 
a specifically chai actei istic phenomenon distinct fiom 
expoi t of comnioditu's undei non-monopoly capitalism, 
is closely bound up with the economic and teiritonal 
political partition of the world; 5) the teriitoiial pai¬ 
tition of the woild (colonies) is completed " * 

* Ibid , p 8"j 

•* LPiiln, mile) ted IVeiA? Vol XIX ' Impel iah«m aiul the Split in 
Socialism,” p 801, Rus'oan od 
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We already know that one of the most important laws 
of capitalism is the law of the concentiatwn and centrahza- 
. . tion ot capital. The development of 

The domination capitalism leads to the iiiin of small- 

o monopoly scale pioduction and to the tiiumph of 

the laige entoipuses In the process of competition the 
strong crushes the weak In the competitive stiuggle all 
the advantages aie on the side of the laige enterprises 
Thev take advantage of all the achievements of technical 
science, which aie beyond the means of their weaker com¬ 
petitors. 

The tiiumph of large-scale production, the concentra¬ 
tion and centialization of capital inevitably lead, at a defin¬ 
ite stage of development, to monopoly Monopoly is an 
agieement between, oi union of. capitalists m v\ ho.se hands 
the overwhelming pait of the production of certain com¬ 
modities IS concentiatod It is easv to .see the tiemcndous 
advantages of such a combination foi the capitalists As 
the entile production (oi the overwhelming part) of a given 
commodity is in their hands exclusiveh, they can increase 
their profits tremendously bv’ laising the price of this com¬ 
modity It is uiidoi .stood that such a combination is po.ssible 
only when the gieater part of pioduction is concentrated 
in the hands of a small number of the bigge.st capitalists 

Already at the beginning of the twentieth centuiv the 
concentration ot production in a compaiatively small num¬ 
ber of large entoi prises had gone very fai in most capi¬ 
talist countiies Of couise, in eveiy countiy thoie aie to 
tins veiv day medium and small enteipri.ses which employ 
a small numbei of woikeis and produce small quantities of 
pioducts But the decisive role is played by the hiqqcst 
plants and tai tones which exploit thou.sands of woikers, 
possess the gieatei pail of the mechanical power and use 
tremendous amounts of electrical eneigy. These gigantic 
entei puses, putting out an enoimous amount of com¬ 
modities, occupy dominating positions. Thus in the U S A., 
for example, at the beginning of the present centuiy almost 
half of the entiie industrial pioduction was alieady concen¬ 
trated m about three thousand of the largest enterprises. 
These thiee thousand giant enterpmses represented numeri¬ 
cally only one-hundredth part of the entire number of in¬ 
dustrial enterpi ises It is clear that the other ninety-nine 
hundredths are repiesented bv petty, scattered enterprises 
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which are entirely unable to contend with the small number 
of huge enterprises. 

The joint stock (ompany form of enterjrnse greatly 
helped the tiiumpliant piogiess of big capital Previously, 
plants and factonos weie established by individual entre- 
preneuis Individual capitalists owned their enterpiises, 
managed them and pocketed the piolits However, some 
entoipiisos which needed paiticulaily laigc expenditures 
of capital—laihoad budding, lor instance—pioxed more 
than an individual capitalist could manage, loi such pui- 
poses ]oint stock companies wen* foimecl In a stock com¬ 
pany the capital of many owneis is loined Kveiv capital¬ 
ist i>els a delinite block ot stock coilesponding to the 
amount ot capital ho has invesLed Foimally, the geneial 
meeting of stockholdcis decictc's on all tunclamental cpies- 
tions, but in piactice a small gioup of the lnc/c/cs*f stock¬ 
holder'< IS in full contiol Since the numbei ot votes cast 
at the geneial mooting depends on the amount of stock 
owned, the small shaudioldeis cannot influence the manage¬ 
ment ot the business It is siifhcienl to own fioni 10 to 40 
per cent ot the total stock to be in contiol of a stock com¬ 
pany Thus the stock company is a foim ot oiganization 
in which big capital siibiecls to ilscdf and icsc's foi its own 
ends the accuimdated means of small and medium capi¬ 
talists and to some extent even the savings of the upper 
stiata of odke omplovc'es and vvoikeis 

In modem capitalist countiies the vast majoiitv of 
laige eiitei pi uses aie stock companies Stock companies 
stimulate the lapid centiah/ation ot capital and Uie ex¬ 
pansion of entei]nises Stock companies Inidd gigantic en- 
tei pi ISC'S such as aie bevond the po.ssibihtv ot individual 
caintahsts ^lodein ladioads, mine's, metalluigical plants, 
the laige automobile plants, steamship lines—all those 
would be iiniiossible without stock comiianies 

Hel[)ing to eid.uge enteipi isc's, stock companies pie- 
paie the gioiind for monopoly coipoiations Monopoly 
organi/ations liist aiise in the decisive and basic industries 
—in hern if indiislnf In this hold the piogiess of laigo- 
scalc' inodiiction is jiaiticiilarly lapicl, and heie concentia- 
tion inocc'ods apace Oil wells, coal mines, non mine's, non 
and steel foundi les aie concentiated in the hands of a small 
number of enterprises in every country Competition 
among these giants assumes a paiticulaily herce character 
The h'oe exit of capital fiom these fields is exceedingly 
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difficult. Evoiy such imdeitaking requires tiemendous ex¬ 
penditures of capital on buildings, equipment, huge ma¬ 
chines The utilization of this capital toi the pioduction of 
other commodities at disad\antageous puces is impossible 
Ciises aie felt most keenly by hea\y industry Dining 
crises the demand for machiueiy, non and toal falls fastei 
than the demand foi consumeis* goods E\eiy cuitailmeiit 
of pioduction hits heaw indiistii haul million dollar 
plants stand idle foi lack of ordeis, the tost of pioduction 
rises tiemendously nea\y industiy is the fust to fall 
undei the poner of monopoly At the same time, ha\ing 
swallowed hea\y industiv, monopoly icaches out foi the 
light mdustiies also, subnigating them one after another 

Capitalist associations \aiv in ioim At iiist theie 
are shoit teim agi cements of a foituitous natuio on puces 
- j. These only pave the road foi longei 
^rtels, syndicates, agreements of all kinds, 
trusts iiieie aio cases wneu sepaiatc un¬ 

dei takings come to an agreement to maintain pi ices at a 
certain le\el In this case each enteipiise lemains absolute¬ 
ly independent It only undertakes not to lowei its puces 
beyond certain limits in ordei not to aflect adieiselv the 
othei enterprises in the same field thiough competition 
Such associations aie called auteh 

Closei contact among enteipuses is established when 
they unite in syndicates Ileie the entei pi ises lose their 
commeicial independence the sale ot finished jnodiicts and 
sometimes even the puichase of law' mateual yaxs flnouc/h 
the hands of the f/cneial office ot the .syndicate E\eiv en¬ 
teipiise caiiies on its pioduction indepcndentlv, only now 
it alieady has a set quota, limiting the quantity of com¬ 
modities it can produce This quota is set bv the s\ ndicate 

Even closer is the connection in the fni.st Ileio the 
sepal ate organizations ineujc eouiyteteJif The owners of 
the individual entei prises become shareholders in the trust. 
All the enterpi uses embi aced by the ti ust have one gonei al 
management 


The menjincj of indimdnnt enteipri.ses connected in any 
way in the ptocesx of pioduction assumes a lontinually 


Vertical 

combinations 


greatei role Thus, for instance, a 
metallurgical plant merges with a 
coal-mining enterprise which furnishes 


it with coal and coke Further, this metallurgical and coal- 
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mining enterprise often merges with a machine-building 
enterpiiso where locomotives or other machines are built. 
Such a merger is called a vertical combination. 

The development of monopolies spurs many capitalists 
on to form combined enterprises. Let us assume that the 
coal mining companies have foimed a syndicate and raised 
the pi ice ol coal and coke. Metallurgy needs a great amount 
of both pioducts Many owners of metallurgical plants 
ill, in such a case, try to obtain their own mines and coke 
ovens Thus they avoid high payments to the syndicated 
coal industry and obtain the opportunity of making tre¬ 
mendous super-pi ofits 

The spread of the stockholding foim of enterprise often 
bungs about a close connection between separate enter- 
piises A complicated interlocking of 
Ciirporaiions inteiests of diffeient enterprises is 

cioated, by which one enterprise is 
linked up in some way with another, which m its turn is 
connected with a thud, and so on The active participa¬ 
tion and interference of hank'i in industiy gieatly stren^h- 
ens the spiead of such financial connections among w'hole 
gioups of enterpiisos 

Tt IS particiilailv w'oith noting those cases in which 
some poweiful group of capitalists buvs up a large share 
of the stock of some enterpiise We have alieady pointed 
out that it IS suflicient to own a third of the stock of a 
company to be in complete control of it Owning such a 
numbei of shaies (or, as it is called, the controUmq inter- 
csf), the gioup of capitalists subjects to its own influence 
one stock company after another This absoiption of in¬ 
dividual eliterpi iscs into the sphcie of influence and action 
of the kings of big capital takes place evei vw here, and the 
foims this process takes aie most diveisified 

TJsualb^ such forms of closely linking together sepa¬ 
rate enterprises on the basis of their financial interdepend¬ 
ence IS called incoi poration, and the groups thus formed 
aie called corpoiations 

The substitution of capitalist monopolies for free com¬ 
petition is a fundamental attribute of the imperialist epoch. 

Ev on m his time Marx pointed out that 
monopoly and competition inevitably leads to the 

competition domination of monopolies. But 

monopoly tries to destroy free competition Monopolists 
try to gain control of the entire production of a commodity. 
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The monopolist situation opens up unwonted oppoitunities 
for emichment to the capitalists, at the expense of an in¬ 
creased exploitation of the broad masses of workers. 

The cieation and giowth of monopolies does not abolish 
competition among capitalists but, on the contiaiy, makes 
it even shaiper and hercei If, formeily, with free com¬ 
petition many sepaiate capitalists fought with one another, 
now, poweitul unions of capitalists entei the fight—gioup 
against group The monopolists ^\age desperate battle 
against those enteiprises (the so-called “wild” ones) that 
do not want to enter into alliance with them. In the 
stiuggle, all manner of undeihand methods aie used, even 
to the point of blowing up ii\al enterprises. Fuither, when 
the monopolists raise the pi ice of their commodity it 
aiouses fierce lesistance in those blanches of indiistiy 
^^hlch aie the consumeis and purchasers ot this commod¬ 
ity When the coal syndicate raises the pi ice of coal, this 
evokes the resistance of all those owners of plants and 
factoiies who use coal in their business Many tr\ to sub¬ 
stitute other fuel for coal, for instance peat or oil, oi go 
over to the use of electric power The metalluigical in¬ 
dustry which uses a particulaily great amount of coal and 
coke will attempt to obtain its own coal mines A sti uggle 
to the death develops among whole blanches of industn 
The moie concontiated an industiy, the gi eater the lole 
ot monopoly in it—the moie furious this struggle 

A bitter .stiuggle develops irithin the monopolist o.s>- 
nociation The competitois and ii\als of vesteidav, united 
in a caitel, syndicate or trust, continue to stiuggle among 
themselves by other moans. Evoi>one tiies to giab a 
bigger shaie of the common monopolist gains for himself 
The struggle yithin the monopoly is most fiequently con¬ 
ducted in gieat secrecy and only in paiticulaily sevoie 
cases does it bieak out openly 

We thus see that not only does competition give biith to 
monopoly but that monopoly, m its turn, gives hiith to com¬ 
petition, sticngthcning and sharpening it to extreme limits 
“Flee competition is the fundamental attiibute of 
capitalism and of commodity production generally. 
Monopoly is exactly the opposite of free competition; 
but we have seen the latter being transformed into 
monopoly bcfoie our veiy eyes, creating large-.scale in¬ 
dustiy and eliminating small-scale industry, replacing 
large-scale industry by still larger-scale industry. 
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finally leading to such a concentration of production and 
capital that monopoly has been and is the result: 
cartels, syndicates and tiusts, and merging with them 
a dozen or so banks manipulating thousands of millions. 
At the same time, monopoly, which has grown out of 
free competition, does not abolish the latter, but exists 
alongside it and hovers over it, as it were, and, as a 
result, gives rise to a number of veiy acute antagon¬ 
isms, frictions and conflicts ” ' 

Lenin time and again emphasi/etl that the replacement 
of flee competition by the dominance of monopol>. which 
does not mean the abr»Iition of conipe- 
Iniperialism tition, but whuh, on the contrary, is 

as monopuly ^ condition lor its extreme sharpening, 

capi a ism most impoitant att)ibute of the 

epoch ()1 imperialism Lenin constantly pointed out that 
impel lalism is monoply capitalism Monopoly is, in the 
wolds ot Lenin, the last woid of the latest phase in 
capitalist (lc\elopment The substitution of monopoly for 
five comprfition\s a fundamental economic tiait, the essence 
of impellalisin, Lonm sa\s In his work on imperialism, 
Lenin, in chaiactei i/ang imperialism as a special stage of 
capitalism, w i ites 

“It it weie necessaiv to give the briefest possible 
definition of impeiialism, then vv^e should have to say 
that impel lahsm is the moiiopolv stage of capitalism. 
Such a delinition would include what is most important, 
for, on th(' one hand, finance capital is bank capital of 
the few big monopolist banks, mei ged w ith the capital 
of the monopolist combines of manufacturers; and, on 
tlie other haml, the div ision of the world is a transition 
from a colonial iiolicw which has extended without 
hindianci' to teriitories unoccupied bv any capitalist 
power, to a colonial policv of monopolistic possession 
of the teiiitories of the world which have been com¬ 
pletely divided up.” ** 

Elsewhere I.enin points out* 

“Imperialism (or the ‘epoch’ of finance capital—we 
will not aigue about words) is, economically speaking, 
the highest stage in the dev’elopment of capitalism, 
namely, the stage when production is carried on on so 
large a scale that free competition is superseded by 

* Lpnln, Tmp< nnlt'iin fhe JligUett Stage of CapitaUsm, p 84 
** Ibid, pp 84-5 
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monopoly. This is the economic essence of imperialism. 
Monopoly manifests itself in trusts, syndicates, etc, in 
the omnipotence of gigantic banks, in the cornering 
of the sources of law mateiial, etc , in the concentration 
of bank capital, etc. The whole point lies in economic 
monopoly.” 

Here the radical difleience in the appioath to the study 
of impel lalism by Lenin, on the other hand, and the Social- 
Democratic theoretician of imperialism, Hilteiding, on the 
other, IS disclosed Ililfcrding puts toicmost not those 
changes which have taken place in the field of tlie industiial 
structure of the latest capitalism, but those changes which 
are taking place in the field of ciiculation—Inst ot all, in 
the field of ciedit, in banking spheies In this the evchange 
conception characteristic ot Hiltciding’s falsilicatioii of 
Marx IS appaient Instead ot the piiniacy, i c , piedomin- 
ance, decisive impoitance, of pioduction lie puts the piim- 
acy of ciiculation The exchange concept is veiy charac¬ 
teristic of Social-Demociatic theoreticians. The exchange 
concept, together with a number of mistakes in the tlieoiy 
of value, money and crises connected with it, led Hilfeid- 
ing, even befoie the war, to the oppoitunist conclusions 
noted by Lenin. In pio-war times Hilfeiding depicted 
things in such a light as if gaming control of six of the 
largest Berlin banks was sufficient to make one master of 
the entire country Such a way of piescnting the question 
veils the necessity of a prolonged revolutionary struggle of 
the pioletaiiat for pow^er, for establishing and entrenching 
its dictatorship, for mastciing pioduction, for organiiJing 
production in both industiy and agriculture Such a way 
of putting the question masks the necessity of ovei coming 
the fierce resistance which the bourgeoisie puts up against 
the victorious proletariat at every step After the war, 
Hilferdmg, as one of the most shameless leadei s of counter¬ 
revolutionary Social-Democracy, developed the traitorous 
theory of organized capitalism. This theory of organized 
capitalism is the official doctrine of modern Social- 
Democracy It represents a further development of the 
same ideas that lay in the exchange concept We shall re¬ 
turn to this theory of organized capitalism in greater detail 
further on. 


* Lenin, HoUfcted Woyks, Vol XIX, "A Caricature of Maixism and 
‘Imperialist Economism,'" p 207, Russian ed 
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Monopoly associations spread most rapidly in America ; 
that IS why it is called the “land of trusts.” At the be¬ 
ginning of the piesent centuiy, Ameri- 
.>Ioiio|iuly dbsocia- ti lists had already concentrated in 

.Xorfcmt'coSntr'iesf^“‘’‘ the greater part of pioduc- 

tion Thus the oil trust had in its 
hands ‘J.i per cent ol the entiie oil pioduction; utilizing 
its monopolist position the oil tiust nuieaserl its prolits 
fioin .1 pel cent in 1882 to 42 per cent at the beginning of 
this centuiy The chemical tiust unites 81 per cent of the 
pioduction ol its indiistij , the lead tiust h") pei ci nl, and 
so on The United States Sto(>l CoipoiaL.on is one of the 
most poweilul oigani/.ations of capital iii the woild. It 
has incie.ised its capital fiom $1,500,000,000 clollais in 
1002 to .$2,50(),000,(>U0 m 1020 and has 117 plants Up to 
the Cl ISIS it pioduced 10,000,000 tons of pig non and 
20,000.000 tons ol steel, which lepiiseated 10 pei cent ot 
the entile inoduetion ol these products in the U S.A. There 
weie 270,000 people woiking in the entei puses of this 
coipoiation Ajiinovimately the same number of people 
was emploNC'd In anothei tiust, the Ameiican Telegraph 
and Telephone ('ompanj, which has control of 80-85 per 
cent ot all the telegiaph and telephone communication m 
the countiy Thiee-quaiteis oi the steel pioduction m the 
U.S A IS concentiated in the hands of thiee gigantic trusts. 
Ill the electiical indiistiv one tiust (the General Electric 
(’ompaiu ) occupies a dominant position In the sugar and 
tobacco industiics 80 jioi cent ot the pioduction is concen¬ 
tiated in the hands of the coiiesponding trusts. 

The Ameiican oil tiust commands a capital of over 
31,()00,()()(),00() There are altogether a score of companies 
in the automobile industiy, and of these the five largest 
ha\e contiol of thice-fouiths of the production in their 
iiuUistry 

Of these in their tuin there aie tw'o firms conducting a 
fierce struggle wuth each other These are the w'ell-knowm 
Ford Company and its iival, the General Motors Corpora¬ 
tion Ford commands a capital of over $1,000,000,000; 
General Motors Corporation—$1,500,000,000. Its gross 
income from the sale of automobiles in 1926 amounted to 
$1,000,000,000, that of Fold to $750,000,000 Its net profits 
were $180,000,000, that of Ford $100,000,000. 

The tremendous network of railroads in America is 


owned bv a small group of billionaires. In 1927 the Mor¬ 
gan banking group had control of 35,000 kilometres of 
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railroad tracks, valued at $3,500,000,000. 

Ameiican banks are most closely connected with in¬ 
dustry. The banks have a tiemendous nuinbei of enter- 
piises undei their influence and control. Thus it is estim¬ 
ated that the Moigan gioup of banks controls enterprises 
repiesenting: a total capital of $74,000,000,000. 

Under the blows ot the crisis even the most gigantic 
monopolist conceins ciack It is enough to point out that 
the Ford plants, which befoie the crisis employed 120,000 
men, in the autumn of 1932 employed no nioie than 15,000 
Other giants of monopoly capital ^yere in a similai position. 
A number of the hugest tilists tai'ed altogether, like the 
Kreugei Match Tiust The Biitish oil king, Detoiding, who 
IS continually trying to instigate intei\ontion against the 
U S.S R , was faced w ith gieat difficulties 

In Get many, befoie the w’ai the Steel Union had nine- 
tenths of the entile steel pioduction undei its contiol, in 
the coal industiy, the Rhenish Westphalian (\>al Syndicate 
at the time of its oiganuation had contiol of 87 per cent 
(and later 95 per cent) of the coal pioduction in this coal 
region, wffiich is the richest in Geimany. 

In post-w'ai yeais the Stinnes Coipoiation in Geimany 
w'as much talked about Stinnes accumulated a tremendous 
foitiine on war supplies duiing the war Attei the war, 
taking advantage of the inflation of the maik, ho bought 
up all kinds of cntei puses foi almost nothing coal mines, 
electiical supplies factoiies, tclegiaph agencies and banks, 
paper mills and steamship lines, metalluigical plants and 
new^spapeis As soon as the mark was slabili/ed this gi¬ 
gantic concein, employing hundieds of thousands of work- 
eis, fell to pieces 

A new w’a\e of concentiation and the creation of tre¬ 
mendous monopoly associations io.se in Geimanv in post- 
w^ar yeais By the end of 1928 tw^o-thirds of all the stock 
companies (accoiding to capital invested) weie united in 
corpoiations At about that time also, the two laigest 
trusts in contemporary Geimany, the chemical and steel 
trusts, weiG foimed by mergers The chemical trust com¬ 
manded a capital of 1200,000,000 maiks. In its hands 
weie concentiated 80 per cent of the dye works and 75 per 
cent of the nitrogen production The Geiman steel trust 
commanded a capital of 800,000,000 marks and employed 
(up to the time of the crisis) over 150,000 workers, pro¬ 
ducing about one-half of all the pig iron and steel in Ger¬ 
many. 
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The same thing is to be observed in other capitalist 
countries. In England and Japan, Fiance and Italy, even 
m small countries like Belgium or Sweden—everywhere, 
command is in the hands of an exceedingly small number of 
tiemendous monopolist enterprises, managed by a handful 
of trust diiectors 

In tsarist Russia theic were aKo a number ot great 
monopolist combines oi capitali.sts. The Piodugol S>ndi- 
cate conti oiled moie than hall the coal piodiiced m the 
Donets Basin Anothci syndicate, Piodamot, contiolled up 
to O') per cent of all the non sales on the maikel. One of 
the oldest sjiidicates was the suga’ sjndicate 

The stiength and sigiiilicance of monopolies is \astly 
incieased by the now lole which banks play undei imperial¬ 
ism. 

Finance capital Banks w'eie at lii^t inteimediaiies 

ni making payments As capitalism de¬ 
velops the Cl edit activity of banks inciea^es The bank 
deals in capital It takis tapital horn those capitalists who 
cannot for the moment make use of then capital them¬ 
selves, and gi\cs capital to those capitalists who need it at 
the moment The bank collects all kinds of income and 
phices ;t at the disposal of the capitalists. 

With the devolonment ol capitalism, banking estab¬ 
lishments, iii.st as industiial enteipuses, unite, then size 
and till novel continuallv inciease and thev accumulate tie¬ 
mendous amounts of capital The gi eater iiart ot this capi¬ 
tal belongs to otheis, but the bank’s own capital giow's 
apace. The luimhei of banks becomes less, smallei banks 
clo.se or aie swallowed up Iw laiger competitois But the 
si/e of banks, the magnitude of their capital, incieases It 
IS sufticient to give the following example Fiom 1800 to 
1012 the number of banks in England deci eased from 104 
to 41, but their capital increased from £430,000,000 to 
£850,000,000 Now a bank can no longer limit its activity 
to granting short teim loans to industrialists vv'hen they 
need them. In oidei to utilize the tiemendous accumula¬ 
tions of capital the hanks come into dost i contact irith 
indnstiif The bank now invests a ceitain part of its de¬ 
posits directly in industry by gi anting long term loans for 
the expansion of production, etc. 

The stockhohling company gives the bank the most 
convenient form for investing its capital in industry. All 
the bank must do is to obtain a certain amount of stock 
in the enterprise Having gained control even of only one- 
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third of the total stock the bank acquires complete control 
of and unlimited power over the whole enteipiise. 

Stockholding companies thus serve as links between the 
banks and industry. The banks, in their turn, help the 
growth of stockholding companies, taking upon themselves 
the reorganization (reconstruction on now piiiiciplos) of 
privately owned enterprises into stockholding companies 
and the establishment of new stockholding companies The 
purchase and sale of stock takes place moie and moie 
through the medium of banks 

The law of concentration and centralization is mani¬ 
fested with particular foice in banking. In the biggest 
capitalist countries fiom tliiee to live of the /nif/rs-/ banks 
control the entiie network of banks The other banks aie 
either piacticallv subsidiaries of those giants, their in¬ 
dependence a nieic ouUiard show, oi they play an entiielv 
insignificant role Those giant banks aie closely welded to 
the monopolist industrial associations A mciging oi 
fusion of bank and indnstual capital is taking place Bank 
capital fused together iMth industiial capital is called fi¬ 
nance capital The amalgamation of bank capital \Mtli 
industrial monopolies is one of the distinctue attnbiite.s 
of impellalism That is why impellalism is called the 
epoch of finance capital 

The growth of monopoly and the giowth of finance 
capital put the entire fate of the capitalist \\oild in the 
hands of a small r/ioup of the htififcst capitalists The merg¬ 
ing of bank capital w'lth mdu.strial capital bungs about 
a situation where the biggest bankcis begin to manage in¬ 
dustry and the biggest industilalists aie admitted into the 
bank directorates The fate of the entiie economic life 
of every capitalist country lies in the hands of a numeri¬ 
cally insignificant group of bankeis and mdustiial monopo¬ 
lists. And the ai biter of economic life is the arbiter of the 
whole country Whatevei the foi m of govoi nment in bour¬ 
geois countries in the epoch of imperialism, practically, a 
few uncrowned kings of finance capital have full power 
The official state is only the servant of these capitalist mag¬ 
nates. The solution of the vital problems in all capitalist 
countries depends on a small group of the biggest capi¬ 
talists In their own greedy interests these magnates of 
capital bring about great conflicts between entire countries, 
incite wars, suppress the labour movements and crush up¬ 
risings in the colonies 

With the prevalence of monopoly a handful of people 
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control the lives of the entire people One of the leaders 
of capitalist Germany—the director of the A.E.G. (General 
Electiic Company), Rathenau, once declared openly. 

“Three hundred people who know one another are 
masters of the economic destinies of the world and they 
appoint their own successois fiom among their own 
numbers ” 

It has b('en ('Stimated, foi instaiue, that in France oO- 
(>0 big liiuincieis aie the mastcMs of 108 banks, 105 of the 
biggest entei puses m hea\y industiy (i c coal, non, etc ), 
101 lailroad companies and 107 other nio«t impoitant enter- 
puses—121 in all, of nhich each one in\ol'( , hundieds 
of millions o( liancs The (oncentration ot the piepon- 
deiatiiig pait ol the entire wealth in the hands of an in- 
signilicantly small gioiip of men is piocooding at a lapid 
late Thus in England .>8 per cent ol the entiie wealth of 
the eountiy is in the hands of 0 12 pei cent of piivate 
owneis, and loss than 2 per cent own Ol pei cent of the 
wealth of the countn In the USA appiovimately 1 per 
cent owns .50 per cent of all the country’s w'calth 

In the epoch of fiee competition, woild tiade develops. 
Tiemendous (luantities of commoditic's aie shipped fiom 
one countiy to another In the period 
Export of capital of monopoly capitalism the cxiioit of 
acciuiies tremendous signifi¬ 
cance 

The fact that expoit of capital is characteiistic of im¬ 
perialism IS closely connected with the leign of monopoly. 
Monopolies cieate an enoimous “surplus” of capital in the 
older capitalist countries which ha\e had a long period of 
capitalist dcwelopment Monopolies also cause a curtail¬ 
ment ot the oppoitunities foi imesting capital in the home 
countries. The accumulated monopolist piofits tend to 
flow out of the country in search of opportunities for profit¬ 
able investment Such oppoitunities for profitable invest¬ 
ment are found in the nioie backward countries. Wages 
there aie exceedingly low', the working day exorbitantly 
long. The sources of raw material have not yet been com¬ 
pletely plundered by the capitalists The market possi¬ 
bilities are big—capitalist products push out the products 
of the small artisan establishments, condemning millions 
of petty producers to hunger and starvation. But the 
monopolies seize the internal market of the country, and 
foreign capitalists find it continually more difficult to sell 
their commodities there. The import of commodities is 
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hampered by high taiilFs. At the same time the organiza¬ 
tion of monopolies leads to a state wheie the internal 
market of the developed capitalist countries becomes con¬ 
tinually less able to meet the lequiiements of the gigantic 
enterpiises foi the sale of then commodities. Monopolies 
inflate puces, which leads to a restriction of the internal 
market They must continually thiow more goods onto the 
external maiket But how can the> sell them there, when 
these maikets aie suiioimded bv high taiifF walls'^ 

Heie the export ot capital helps The biggest capitalist 
entei prises expoit pait of then capital They oiganize 
then own branches abroad They build plants ami lac¬ 
tones theie, thus tin owing their commodities onto that 
country’s internal maiket 

Howevei, capital is expoited not only for the oigani- 
zation of entei puses Capital is also expoited in the 
foim of vaiious loans by moans ot which the richoi coun- 
tiies ensla\o and subiect to themselves the more backward 
countries 

Befoie the wai, the foieign investments of tlu' throe 
most impoitant Einopean countues (England, Fiance 
and Coimany) i cached colossal propoitions. about 
100,000,000,000 fiancs The income fiom this capital 
leached about 8-10,000,000,000 francs a voar. 

The significance which the expoit of capital beais to 
the impeiialist states is showm by the following data In 
1925 the export of Butush commodities—pioducts of 
Biitish industuGS—amounted to £700,000,000, the piofits 
fiom this export amounted to about £100,000,000 In the 
same year, 1925, Groat Butain leceived £420,000,000 in 
interest on its foreign investments This is moie than 
four times the profits received from the expoit ol goods 

Capital tends to go primarily to backward countries^ 
where labour power is cheap, industry weak and the market 
for goods, therefore, still great At the beginning of the 
World War, for instance, foreign capital invested in Rus¬ 
sian industry amounted to more than 2,000,000,000 roubles. 
So much French and Belgian capital was invested in the 
Russian coal industry that the mam oflice of Produgol, 
which disposed of the greatest part of Russian coal (65 
per cent), was permanently located in Pans. The German 
AEG and Siemens Schukert had almost complete control 
of the Russian electrical and electrical equipment indus¬ 
tries Tremendous British, American, and Dutch capital 
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was invested m the oil industry in Russia 

With the export of capital close contact is established 
between the expoiting and importing countries The coun¬ 
try expoiting capital is inteiested in pieseiving the exist¬ 
ing conditions in the countiv to which the capital goes. 
The Flench capitalists, for instance, woio inteiested in 
pieseiving the tsai i.st regime in Rubsia, which is uhy they 
gianted the tsai a loan in IMOd, theiebv heljiing mateiially 
to crush the fust Russian levolutioii 

With the de\elopment ol nioiiopoh capitalism the e\- 
poit ot capital aciiuiies tonlimialh gnsilei pioi -uturns and 
assumes gioatei signific<ince 

‘T'ndi'i the old t\ pe ot cap’tah'.in vKu liee com¬ 
petition j)i<'\ailed, the evpoit ol v.as the most 

typical leatuie t lulei model n cajatalism in A\hich 
monopolies pie\ail, the expoit of has become 

tlie typical ieatuie’ ‘ 


rndei imiiei lalism the e\poit of capital comes to the 
loio This does not mean, ol couise, that the expoit of 
goods becomes less or loses its signilicance The tact of 
the mattoi is that the expoit ol capital is closeh linked 
up ^Mth the shipment of tiomendoiLs masses oi goods If, 
foi example, (beat Riitain expoits capital to Aigentina, 
it means that enteipuses whose stock is puichased bv 
Bi itisli capitalists aie oigani/ed theie One can be positue 
that the gicxitcn pait ol the c'cjuipment and machineiy for 
these cmtcnpiises will be impoited liom England Oi the 
expoit ot capit.d nnu take tlie following loim Sav Gieat 
Biitain giants some countiy a loan, lor the monev thus 
obtained the latter countn puichases goods m England 
mateiial loi lailioads, nuhtaiv ecpiipinont, etc Thus we 
see that the expoit ot c.ipital not only does not naiiow' 
dow’ii the exiioit ol commodities, but, on the contiaiy. be¬ 
comes a powerlul new weapon in the stiugglo for external 
maikets, in the sti uggle lor expanding the sale of goods 
Synclicates and trusts keep pi ices up aitilicially, secur¬ 
ing colossal su]ioi-piolits for themsehes. In oiiiei to mam- 


Division of the 
world among 
unions of capitalists 


fain hif/h ])}icr<^ the monopoly organr/a- 
tions tiv to fence their countries off 
from foioign competition For this 
pill pose impellalist governments intio- 


duce high faiifjs on imported goods. The tariff frequently 


'* Lemn, Inipenalism, the Highest Stage of Capitalism, p 59 
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amounts to many times more than the value of the com¬ 
modity. 

Already m 1927 the tariffs amounted, on an average 
(in percentages of the value), to 37 per cent in the U S.A , 
20 per cent in Geimany, 21 per cent in Fiance, 15 pei cent 
in Belgium, 29 pei cent in Argentina, 41 per cent in Spain, 
16 per cent in Austiia, 27 per cent m Czechoslovakia, 23 
per cent in JughslaMa, 27 pei cent in Hungary, 32 pei cent 
in Poland, 22 pei cent m Italy, 16 per cent in Sweden. 
This is the average percentage Since on a number of 
things (as raw matoiial which does not exist in the given 
country) the taiiff cannot be veiy high, it must be very 
much highei on otheis (piimaiily industiial pioducts, 
partly foodstufls) It was during the last few years that 
most countries intioduccd now inci eased taiilt rates In 
the summer of 1930 a new tariff was enacted in the USA. 
which practically piohibited the import of a host of com¬ 
modities. That same year Geimany raised the duties on 
agricultural pioducts to an unpiecedented degiee. In this 
way the East Prussian landowners got an opportunity to 
raise puces on their products It is the working class that 
has to pay foi all this in the end, as it constitutes the 
basic mass of consumers. 

Thus the inteinal market is made entirely dependent on 
monopolj’. But the internal niaiket is limited Under 
impel lalism the class contradictions become more acute 
and the impoverishment of the masses iiici eases. The in¬ 
teinal market is not capable of assimilating the tremen¬ 
dous quantities of commodities produced by the huge en- 
tei prises The struggle foi foieign markets comes to the 
foregiound This struggle proceeds between the armed 
states of monopoly capital Monopoly organizations of 
giant strength take pait in this stiuggle It is clear that 
it must become continually sharper and fiercer. It is clear 
that under imperialism the struggle for markets, together 
with the struggle for sources of raw mateiwl, for markets 
for export capital, for the division of the world, becomes 
the cause of inevitable armed conflicts and devastating 
wars 

The growth of monopolies leads to attempts on the 
pai-t of monopoly oi ganizations of various countries to come 
to an agreement on the question of the division of markets. 
When two or three of the laigest trusts in different coun¬ 
tries begin to iilav a decisive role in the world in the pro¬ 
duction of any definite commodity, the struggle among 
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them becomes paiticularly devastating. Then an attempt 
at an agieement is inevitable The agicement usually pio- 
vides for a division ol markets eveiy paiticipant in the 
agi cement is assigned a number of touiiti les where he can 
sell his commodities without encountoiing the competition 
of the othei paiticipants in the agieement Such int( i-na- 
tional cditels existed in seceial blanches of industiy e\en 
beloie the World War At that time the pioduction of 
etectiical equipment was concentlated in the hands of two 
tiemendous trusts—Amoiican and Goiman—(.losely con¬ 
nected wuth the banks In 1907 thev (ame to an agree¬ 
ment on the division of the woild each one h.id a num¬ 
ber of counti les put “at its disposal ” An agi ( einent exist¬ 
ed before the wai between the Ameiican and Geiman 
steamship companies Theie were railioad and /me svn- 
dicates An agieement was being negotiated among the 
oil ti lists 

After the Woild War a numbei of caitels weie foimed 
embiacing seveial counti ics in Euiopc These weie the 
steel caitel, caitels embiacing the pioduction of stone, 
chemical pioducts, copper, aluminium, radios, wiie, aiti- 
ficial silk, /me, textiles, enamehvaie In most of tliese 
cartels France, (leimany, Belgium, Czechoslovakia and 
Austiia paiticipated Some also included Poland, Svvit/ei- 
laiid, Hun aiy. Spam and the Scandinavian countiles The 
woild CHS , that began in 1929 had a tiemendous disiup- 
tive mMuei.ce on most of these caitels The mteinal con- 
tiadictions giew and many of these caitels have either 
fallen to pieces alieady or aie on the veige of collapse. 

It would be a mistake to think that these mteinational 
monopoly agieemonts icpiesent a peaceful method of solv¬ 
ing the contradictions Quite the leverse 

“International caitels show to what point capital¬ 
ist monoiiolies have developed and thev )i’renl thr ob- 
U‘<‘t of the stiuggle between the various capitalist 
gioups.” ' 

Intel national agieements aie distinguished by their in- 
stabilitv and beai w ithm themselves the sources of the fier¬ 
cest conllicts In the division of maikets each side gets a 
share m propoition to its strength and power But the pow- 
ei of individual trusts changes Each one carries on a con¬ 
tinuous silent struggle for a bigger share. Changes in the 
relative stiength mevitablv call for a ledivision of markets 

* Lenin, Impcudli'^m, the Hu/hest Stage of Capitahsm, pp 71-2 
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and every ledivision leads to the fiercest struggles. Thus 
the international monopolies not only do not weaken the 
contiadictions between imperialist countries, but, on the 
contiaiy, aie conducue to their extreme sharpening. 

In the epoch of monopoly and finance capital the seiz¬ 
in e of the colonies by capitalist countiies is greatly en- 
Sei/ure of the , hanced. 

colonies and Since ancient times Europeans 

the division have brought their commodities to the 

of the v\orld colonies and backward countiies, 

chaiged them triple prices for all kinds ot tiash and have 
themsehes taken most ot the valuable things out of the 
colonies. Poweitul countries by degrees seized vast teiii- 
toiios ha\ing laige populations. Biitish impellalists love 
to brag that “the sun never sets on the British Empire” 
And in fact, the possessions of Biitish imperialism aie 
spiead all ovei the eaith so that at any one moment the 
sun shines on some pait of them Of the 1,750,000,000 in¬ 
habitants of the globe, about 600,000,000 live in opjnessed 
colonies, and 400,000,000 m semi-colonies (China, Persia, 
etc ) Thus moie than half of the human lace, about a 
billion people, aie m the pow'cr of the great lobber nations. 

Dining the decades piecedmg the Woild Wai the divi¬ 
sion of the woild piogiessed w’lth paiiiculai lapidity. From 
1876 to 1911 the so-called “Gieat Poweis” seized about 
25,000,000 squaie kilometies ot land, thcv thus giabbed 
foieign lands having an area twice that of all Europe. 
Most of the land fell to the old lobbeis—Gieat Biitain 
and Fiance The younger lobbeis like Geimanv. Italy, 
etc, got only the lelt-o\eis All the countiies which w^eie 
in any way suitable foi exploitation had already been seized 
by others; the late-comeis had to make a feast of the 
Cl limbs that fell from the table, or try to snatch a fat 
chunk from the teeth ot the otheis 

The fierce struggle for sales markets, for law mateiial 
markets, for markets for capital investments led to the 
division of the entne world among a few robbers 

There are no more “free lands ” Imperialist countries 
can obtain new territory in only one way by snatching 
some of the plunder from their competitors The division 
of the world is co7npleted. Fights between the imperialists 
for a redivision of the globe are now inevitable And such 
a struggle inevitably leads to armed conflicts, to war. 
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In order to captuie foreign markets monopoly organi¬ 
zations usually widely employ dumping. Dumping is the 
_ . 'idle of commodities on foreign markets 

Dumping puces considerably below those on 

the internal maiket, in many cases below cost The sale 
of commodities in foreign countries at dumping prices is 
necessaiy to the ti usts for a number of iea.sons Primarily, 
dumping leads to the captuie of foieign maikets Then 
the sale of commodities abioad makes it possible to nar¬ 
row down the supply wuthin the countiy, w’hich is neces¬ 
saiy in 01 del to raise and maintain high, monopoly puces. 
Dumping abroad makes it po.ssible to cm tail sales within 
the countiy without coirespondingly cuilailing pi educ¬ 
tion, which would increase the cost of production 

Dumping IS a common occuiience undei impeiialism. 
In Geimany the steel trust publishes its prices in the news- 
papeis e^ely month, foi e\eiy commodity two prices are 
guen—one foi the internal maiket and the othei, about 
one-third low'ei, foi expoit 

The dumping earned on at the pie.sent time by Jap¬ 
anese imperialism is paiticulail> unre.stiained. Utilizing 
the luthless exploitation of then w'oikeis, the Japanese 
capitalists aie flooding the woild maiket with commodities, 
which they sell at thiow-awav puces They are not only 
squeezing Euiopean and Ameiican commodities out of 
China, but they ai e deluging industi lal countries w ith their 
commodities Thus they expoit automobiles to America, 
sell bicvcles at an absuidh low puce in Germany, expoit 
silk shuts to the ccntie of the Fiench silk industiv—Lyons. 

In old tsaiist Russia the sugai syndicate piactised the 
most genuine dumping At the time not a single capitalist 
countiv laised its \oice against this dumping, but since 
then the capitalists and then newspapeis have fiequently 
raised the ci y of “So\ let dumping ” This screaming w^as 
only pait of the badgeung of the SoMet Union and had 
for its purpose the paung of the giound for new' attacks 
on the jiait of the imperialists against the first country in 
the w’oild to build socialism. The howling to the effect 
that “Soviet dumping” w’as incieasing the ciisis in capi¬ 
talist countries is paiticularlv iidiculous As a matter of 
fact, very little Soviet goods is expoited to capitalist coun¬ 
tries Soviet expoit has not ev'en leached its pre-war 
dimensions. The Soviet Union does not sell its goods 
abroad at dumping prices Tt expoits commodities not in 
order to captuie foreign markets, but in order to pay for 
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tlio goods it needs The adxantages oi socialist economy 
make it possible foi the USSR to produce a number of 
commodities moie cheaph than the capitalists The Octo- 
bei lie\olution put an end to the paiasites—the landloids 
and capitalists—at the same time eliniinating the cost 
ot keeping them—gioiind lent and capitalist piotits It 
IS thus peilectl> obxious that all talk alioiit SoMet dumping 
IS the iiuention ot the enemies ot the I S S K and is pai- 
ticulailv absurd because Soxiet economy, having left the 
capitalist path, has as a consequence also tieed itsell tiom 
the methods ot sti uggle bound up w ith it 

In the capitalist sjstem individual eiitei pi ises, individ¬ 
ual blanches ot industiv and individual countiies develop 
The law of unevenly ami 'ipasniodieally It is evi- 

uiieveii develop- dent that with the anaichv' of pioduc- 
tneiit under ini- tioii pi evading undei capitalism and 
perialiatn the tieii/ied sti uggle among the capi¬ 

talists for piofits, it cannot be otheiwise 

This unevenness ot development is mam tested with pin- 
ticul(i) aeiifenesi^ in the epoch ot nnpei tttlt'^ni. ami Ixioniv'^ 
a (leeisii e foice, a decisii e Ian 

“Finance capital and the tiusls an* aggiavating 
instead of diminishing the ddleiences in the lati* ol 
dev’olopment of the vaiioiis paits ol woild (‘cononn ’’ * 
Impel lalism is monopoh capitalism Tlu* iiil(‘ ot mono¬ 
polies incieases the uneven and spasmodic diwelojiment ot 
individual countiies Monopoh associ.itions, on ttu* one 
hand, open up oppoituiuties foi the voungei countiies to 
catch up wuth and outstiip the oldei capitalist countiies, 
and on the other, monopolies have, inhi'ienl in tlu'm, ten¬ 
dencies towaids paiasitism. deiav and a i cdai dation ot 
technical piogiess undei ceitain conditions monopolies de- 
lav the development of some countiies and thus cieati* o])- 
poitiinitics for othei countiies to foigi* aht'ad 

“ Undei capitalism the development of diflei- 
ent undertakings, tilists, branches of industiv oi coun¬ 
tries cannot be even Half a centuiv ago, Goimany 
was a miserable insignificant countiv as tai as its capi¬ 
talist strength was concerned compaiod with the 
strength of England at that time. Japan was similarlvr 
insignificant compared with Russia Is it ‘conceivable’ 
that in ten oi twenty yeais’ time the lelative strengths 

* Lenin, Imperialism, the Highest Stage of Capitalism, p 
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ol the impeiialist powers will ha\e lemamed ^^n- 
<‘h<in<te(l^ Absolutely inconceivable”* 

The expoit of capital greatly acceleiatcs the develop¬ 
ment ol some countries, letaiding the furthei growth of 
others Modem technique, the modern stage of develop¬ 
ment ot pioductive forces open wide the door of opportun- 
it\ toi the \oungoi countiies thev ha\e the chance of 
outstiipping then oldei rivals, of leaping o\er in a short 
penod of time a senes ol stages of technical deielopment 
that took scoies ot >eais in the oldoi countries 

The (liMsion of the uoild is compU'ted under imperial¬ 
ism A sti iiggle toi a lediMsion ensues This impels every 
impel lalist jamei to stiengthen itsell at a fe\erish rate. 
Each counti\ tiies to suipass its inals 

The uiu'MMi and spasmodic dexelopment of individual 
countiK's, liecoming still moie pionoum ed under imperial¬ 
ism shai liens the antagonisms between conntiies The 
la\\ ol iine\(m (Unelopment makes stable and lasting in- 
teinational alliances of impcmalist powers impossible The 
tchifn » sfn Hill h ot dilleient countries is continually under- 
going I funuii, and change's in the ielati\e strength inevit- 
abh k'ad to all kinds of eonfJief't 

The Leninist law of iinc'xen de\elopment under im- 
peii.ilism IS hiillianlh dexeloped in a number of w'Oi’ks bv' 
Stalin In tin’ stiuggle with Trotskvism which denies the 
Leninist kiw of unc''en dc'\elopment. Stalin further de- 
\elon<'(l tlu teuhing ot Lc'nin Stalin thus sums up this 
question 

‘•The law of uiiercm de\ elopment in the period of 
impel iali'>m moans the spasmodic development of one 
(ouiitM with respect to another, the rapid ciwvding 
out of some countries bv others on the w’orld mai'ket, 
th(' periodic I’cdivision of the alrcadii divided noiM 
thiough militaiw conflicts and militarv catastrophes, 
the deepening and sharpening of the conflicts m the 
camp of imperialism, a w'eakening in the front of world 
capitalism, the possibihtv of this front being broken 
bv the proletariat of individual countries, the possi- 
bilitv of the triumph of socialism in individual coun¬ 
tries 

”\Vliat ai’e the basic elements of the law^ of uneven 
de\ elopment under impeiMalism’ 

‘‘First, the fact that the w'orld has already been 

* Ihu! p 111 
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divided up among the imperialist groups, that there 
are no more ‘free,’ unoccupied teiiitoiics in the Morld 
and that in order to captuie new markets and ^ouices 
of law mateiial, in order to expand, it is necessary to 
take such teriitoiy fiom otheis by foice. 

“Secondly, the fact that the unprecedented devel¬ 
opment of technique and the increasing unifoimity of 
the level of development in capitalist countiies have 
enabled and assisted some countiies spasmodically to 
oveitake otheis, have enabled the less powerful but 
lapidly developing countries to crowd out the moie 
powerful ones 

“Thiidly, the fact that the old division ot spheies 
of influence betiieen individual impel lalist groups is 
continually coming into conflict with the new i elation 
of foices on the world maiket, that for the establish¬ 
ment of ‘equilibrium’ between the old distribution of 
spheies of influence and the new ielation of foices, 
pel iodic lodiMSions of the world are necessaiy by 
means of imperialist wars.” * 

Wais of conquest, inevitable undei impel lalism, bung 
about tremendous changes in the relation of foices between 
the various nations The impel lalist wai of 1914-18 
brought about the smashing of Gcimany, the pai celling out 
of Austria-Hungary and the establishment of a number of 
new states on its ruins The unevenness of development 
of the vaiious countiies is manifested with paiiicular 
clarity and explicitness in the post-war yeais America 
gained most by the war It piofited most from the struggle 
of the others. Formerly, it was indebted to othei couriti les, 
especially England Now almost the entiie world, includ¬ 
ing England, is in debt to America A numbei ol branches 
of industi y in Amei ica almost doubled pi oduction after the 
war 

Less than 7 per cent of the world’s population is con¬ 
centrated in the U S.A which occupies about 6 per cent of 
the earth’s surface. At the same time, up to the piesent 
crisis, 40 per cent of the world’s coal mines, per cent of 
hydro-electrical energy, 70 per cent of the oil, 60 per cent 
of the world’s wheat and cotton, 5.5 per cent of the timber 
for construction purposes, approximately 50 per cent of 
the iron and copper and about 40 per cent of the lead and 
phosphates of the world were produced there. Up to the 

* Stalin, “Once More on the Social-Democratic Deviations ” 
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time of the crisis, the USA. consumed 42 per cent of the 
woild’s output of iron, 47 per cent of the copper, 69 per 
cent ol the oil, 56 per cent of the rubber, 53 per cent of 
the tin, 4S jier cent of the coffee, 21 pei cent of the sugar, 
72 pel cent of the silk ami 80 pei cent of the automobiles 

On the other hand, England, which had occupied first 
place in woild economy before the wai, declined rapidly. 
After the war England became a usuier-land, and a num- 
bei of the most important blanches of industry, particular¬ 
ly the coal industry, remained at the same level, while rival 
coiintiics foiged ahead 

The present crisis biought about tremendous changes 
in the 1 elation of forces among the various capitalist lob- 
ber nations It hit different countries with different force. 
Thus it iiKleased the unevenness of development still more. 
It affected the USA the most severely That is why the 
Ihiited States does not occupy the same place now that it 
occupied a few years ago Then America was the sole 
“ideological rulei” of the European bourgeoisie and its 
Social-Democratic menials. Now, the crisis has exposed 
all the deep contradictions of American capitalism. Not a 
trace of the much lauded American “prosperity” has re¬ 
mained Of couise, the USA is still the biggest and 
stiongest capitalist country Its weakening, however, 
stiengthens the contradictions which are rending the capi¬ 
talist world. 


The law of uneven development, sharpened by the im¬ 
perialist epoch, shatters all the utopian theories of the pos¬ 
sibility of a lasting peaceful agreement 
The law of among the monopolists of various 

uneven envelop- countries. The growth of contiadic- 
nient and the pr^ tions among the imperialist robbers 
letar.«n revolunon mev.tabil.ty of military con- 

flictb bring about a mutual w^eakening of the imperialists, 
bring about a situation where the world front of imperial¬ 
ism IS most vulnerable to the onslaught of proletarian revo¬ 
lution. On this basis, a breach tn this front results at the 
point where the chain of the imperialist front is weakest, 
w'here conditions aic most favourable for the victory of 
the proletariat Inseparably bound up with this law of the 
uneven development of capitalism, which reaches its point 
of greatest acuteness in the epoch of imperialism, is the 
Leninist teaching of the triumph of the proletarian revo¬ 
lution and the building of socialism in a single country— 
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a teaching that was subjected to the severest attacks on 
the pait ot Tiotsk>ism Lenin has wiitten about this as 
follows. 

“Uiiexeii economic and political dexelopment is an 
absolute law ol capitalism Hence, the \icloiy of so¬ 
cialism is possible hist in a few oi even m one single 
capitalist counti\ taken separatel> The Mctonous 
pioletaiiat ot that countiy, liaMiig expiopiiated the 
capitalists and oiganized its own socialist production, 
would rise against the lest of the capitalist woild, at¬ 
tract to itselt the oppiessed classes of othei counliies, 
raise lexolts among them against the capitalists, and in 
the event of necessity, come out even with aimed foice 
against the exploiting classes and then states " 

Thus the Leninist law of uneven development is ol tre¬ 
mendous significance for t evolutionary pi art ice. Stalin 
points out that even dining the wai. Lenin, basing himself 
on the law' of the uneven development of impellalist coun¬ 
tries, counteiposed to the theoiy of the oppoitiinists his 
theoiy of the proletarian revolution, the teaching of the 
triumph of socialism m a single countiv “even thougli tins 
country is capitalistically loss developed ” 

At the same time, the oppoilunists of all couiiti les tiy 
to cover up then betrayal of the revolution by asseiting 
that the pioletarian i evolution must begin all ovei the 
world simultaneously The traitors of the revolution thus 
create for themselves a sort of mutual lesimnsibility The 
doctrine of the law of uneven development is subiected to 
furious attacks on the part of those sworn enemies ot the 
proletarian ievolution—the Social-Democrats and, pri¬ 
marily, counter -1 evolutionary Trotskyism, which is one of 
the most biazen detachments of social-demociacy, the van¬ 
guard of the countei -1 evolutionary bourgeoisie Tiotsky 
and his adherents claim that undei imperialism the un¬ 
evenness of development of individual countiies docs not 
increase but decreases Trotskyism does not see those de¬ 
cisive contradictions which predetermine the giowth of 
unevenness in the epoch of imperialism. Fighting against 
the Leninist law of uneven development. Trotskyism i each- 
es the social-democratic conclusion that it is impossible to 
build socialism in a single country. The Trotskyist denial 
of the possibility of the victory of socialism in the U S.S R. 

* Lenm, Collected Works, Vol. XVIII, "The United States of Europe 
Slogan," p 232, Russian ed 
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IS closely bound up with the Tiotskyist “theory of perman¬ 
ent re\olution,“ \\ith a lack of faith in the possibility of a 
him alliance between the proletaiiat and the masses of 
middle peasants, a lack of faith m the power and cieative 
abilities of the proletariat m building socialism. 

TiotskxKsm IS caiivmg on a despeiate struggle against 
the Leninist policy of the Communist Party of the Soviet 
Union, which is bent on building socialism in the Soxiet 
l^nion. A paiticulailv piominent lolc in exposing the 
(ountei -1 evolutionalV chaiaciei of Tiotskvism was pla\ed 
by Stalin Dm mg the manv veais that the C.P S U cai ned 
on a stiuggle against Tiotskism, Stalin b'llhnntlv ^xfiosed 
the countei-ievolutionaiv. Menshevik essence of the Tiot- 
sKvist positions, no mattoi how “Left’ the phiases under 
which thev wiue masked 

The comph'te collapse of the Trotskvist positions is 
uneipiivocalh shown up bv the umveisnllv histoiic victoi- 
les of the Fust Five-Yeai Plan Summing up the lesults 
of the Fust Fivo-Yeai Plan, Stalin said 

“The lesults of the Five-Year Plan have smashed 
the social-demociatic thesis that it is impossible to 
build socialism in a single countiv taken bv itself The 
lesults ot the Five-Yeai Plan have shown that u is 
fiuiti' possible to build socialist societv in a single coun¬ 
tiv, because the economic foundations of such a society 
have alieady been laid in the USSR” ‘ 

In opposition to the Leninist theoiv of impellalism the 
Social-Demm 1 ats have foimulated the tiaitoious and false 
’heoiv of ultia-impei lalism, the author 
The theory ^ which is Kautskv’, w'ho has enoimous 

iiitra-iniperinlisin exyieiience in the distoition and falsifi¬ 
cation of Maixism and who now comes out as one of the 
most l)ia/eii slandeieis of and agitatoi s foi inteivention 
against the Sovu^t Thiion 

The substance of Kautskv’s views, against which Lenin 
fought deteimiiu'dlv, is the following Kautskv denies that 
impel lalism is a distinct stage, phase, oi new' step in the 
developmimt of capitalism, distinguished piimaiih bv deep 
I'conomic pcH-uliai itu’S Accoidingto Kautskv. imperialism 
IS not an economic s\stt'm but meu'lv a ceitain policv of 
the capitalists of ceitain countiies Kautskv’s piincipal 
definition, again.st which Lenin fought determinedly, sav^s: 


• Stalin, “The Results of the First Five-Year Plan,” in the sym¬ 
posium; From the First to the Second Fxxe-Year Plan, p. 59. 
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“ ‘Impoiialism is a product of highly developed 
industrial capitalism. It consists in the striving of 
every industrial capitalist nation to bung under its con¬ 
trol and to annex incieasingly big (ujtanan regions 
irrespective ol what nations inhabit those legions.’ ” * 
“This dehnition is utteilv talse theoietically,’’ says 
Lenin W'hat is talse about this definitioir^ Lenin exposes 
Kautsky thus 

“The distinguishing teatuie ot impel lalism is not 
the domination of indiisti lal capital but that of finance 
capital, the stiiving to annex, not agiarian countries 
paiticulai Iv, but nil knidi- ot coimtiies Kautsky .sc/io- 
Kites impellalist politics tiom impel lalist economics, he 
sepal ates monopoly in politics fiom monopoly iii eco¬ 
nomics 111 oidei to pave the wav foi his vulgai, bour¬ 
geois lefoimism such as ‘disai mament,’ ‘ulti a-impei lal- 
ism’ and similai nonsense The meaning and the aim 
of this iheoietical falsehood is to gloss ovei the ?no- 
foiind contiadictions ol impellahsm and thus to lustify 
the theoiv of ‘unitv’ with the apologists ot imperialism, 
the flank social-chauvmists and oppoitunists’’ * 
Lenin sti esses the fact that Kaiitskv’s detinition is in- 
coriect and non-Mai xiaii This definition is the basis of a 
whole system of views which completely bieak away from 
Maixism both m theoiv and m practice. Tearing politics 
awav from economics, depicting imperialism as meiel> a 
policy prefeired by some capitalist countries, Kautsky al- 
togethei assumes the position of the bourgeois lefoi mists 
w'ho think that it is possible to achieve more “peaceful” 
policies without infiinging on the inviolability of the eco¬ 
nomic system of imperialism That is whv with Kautsky, 
as Lenin keenly points out, 

“The lesult is a slui ring ovei and a concealment of 
the most profound contradictions of the latest stage 
of capitalism instead of an exposure of their depth. 
The result is bouigeois lefoimism instead of Maix¬ 
ism ” * 

Kautsk>’s countei-ievolutionary, thoroughly bouigeois 
position becomes particularly evident in his aiguments 

* Quoted by Lenin, in Irnperiali'.m, the Htglnnt Stage of Capitalism, 
p 87 

* " Ijcnin, Collected Works, Vol XIX, “Imjiei lalism and the Split 
jn the Socialist Movement,” p .‘{03, Russian ed 

* ^ ' Lenin, Imperialisvi, the Highest Stage of Cnpitabsin, p. 89. 
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about so-called “ultia-impeiialism” {i e., super-imperial¬ 
ism), which aie based diiecth on his fundamentally anti- 
Marxian definition of impeiiahsm 

The theoiy of ultia-impeiialism assents that, as a result 
of the giow'th of monopoly associations in separate countiies, 
the conliadictions and stiuggles betw'een the various coun¬ 
tiies disappeai, the capitalists of these various countries 
foiniing alliances among themselves, imperialist wais. 
aie lelegated to the past, a united world economy results 
This theoiv of “peaceful ” ultia-imperialism is thoroughly 
hostile to levolutionaiv Maixism It completely distorts 
the picluie of impel lalist lealitv liefuliiig this invention 
of Kaiitskv’s, I^enin wiites 

“t’ompaie this lealitv, the vast diveisity of eco¬ 
nomic and political conditions, the extieme disparity in 
the lates of development of the various countries, and 
the violent stiuggles of the impeiialist states, with 
Kautskv’s stupid little fable about ‘peaceful’ ultra- 
impoiialism Is this not the reactionary attempt of a 
fiighteneil philistine to hide fiom stein realitv”' Do 
not the intei national cartels w'liich Kautsky imagines' 
aie the embivos of ultia-imperialism lepiesent an 
example of the division and the f€divu^io7i of the wmrld, 
the tiansition fiom fieaceful division to violent div¬ 
ision and nrr reiser-' Is not Anieiican and other finance* 
capital, which divided the whole world peacefully, witlr 
the participation of Geimaiiv, foi example, in the inter¬ 
national rail svndicate, oi in the international mercan¬ 
tile shipping tiiist. now engaged in redividing the world 
on the basis of a new relation of forces, w'hich has 
been changed bv’ methods bi/ no niean.i peaceful’” * 

The uneven development of various countiies, which 
becomes more pionouiiced iiiidei imperialism, completelir 
refuic'i the theoiy of ultra-imperialism Lenin wrote as 
follow s 111 1 eference to this • 

“Kautskv’s meaningless talk about ultra-imperialism 
eiicouiages, among other things, that profoundly mis¬ 
taken idea which only bungs giist to the mill of the 
apologists of imperialism, I'lz , that the domination of 
finance capital /cnscws the unevennesses and contradic¬ 
tions inherent in vvoild economy, whereas in reality it 


Ibid , p 92 



218 


POLITICAL ECONOMY—A HECINNEUS COURSE 


mc) eases them.” ■' 

Being a bouigeois leformist and apologist of impel lal- 
ism, Kautsky tiies to (jlos.\ oio its sharpest rontindictions 
He denies the pioposition that impel lalism is a sepaiate 
phase in the de\eiopment ot capitalism Tins denial is 
necessaiy to him m ordei to slui o\ei all the fundamental 
peculiarities of this newest phase bv leason of which im¬ 
pel lalism IS the eve of the socialist levolution The theory 
of ultia-impeiialism, as a numbei of its later vaiiations, 
IS directed against the Leninist law of uneven development, 
w’hich reaches its hierhest point undei impel lalism The 
theoiv of ultia-inipei lalism denies the inci easing une\en- 
ness in the development of cajntalism m the epoch of im¬ 
pel lalism and closes its eves to the most obvious facts w^hich 
are clear evidence of this uno\enncss Kautsky denies the 
significance of moiiopoh domination as a fundamental dis¬ 
tinguishing attribute of the new peiiod in the de\clopment 
of capitalism He denies the tendencv towards deca\ con¬ 
nected with monopolies He caiefullv glosses o\ei the 
parasitic chai actei of impei lalism 1 le denies the pi oposition 
that imperialism is moribund capitalism On the contiary, 
his theory of ultra-imperialism issues fi om the pieniisethat 
imperialism is not at all the last stage of capitalism, that 
capitalism does not exhaust its lesouices in the epoch of 
imperialism Heie, Kautsk> shaies the position of all the 
learned lackevs of the bouigeoisie, who exeit themsehes 
to piove that capitalism is going to exist for a long time 
yet and that it is onlv now stepping into matin iIn 

Kautsky's position on cpiestions of impel lalism is char¬ 
acteristic of the ideologj’ of international Social-Democ- 
lacy Rosa Luxembuig, whose mistakes the TiotskMst 
contrabandists adopted w'hen the\ attempted to foist their 
ideas on the w'oild unclei the guise of ideali/.ing Luxem- 
burgism, made nn.'ifakcs of a clearlv Kautskyist type on the 
question of imperialism She cunsideied impellalism not 
as a separate stage in the decelopment of capitalism, but 
as a definite policy of the now period In hei piincipal 
theoretical woik. The Arnitnulation of Capita}, T.uxcm- 
burg proves the inevitability of a collapse not because the 
inner contradictions of capitalism become extremely acute in 
the epoch of imperialism, but because of the conflict of capital¬ 
ism with its external surroundings, because of the impossi¬ 
bility of realizing surplus value under so-called “pure” 

* lUd , p 90, 
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capitalism (lp , a capitalist society consisting only of capi¬ 
talists and woikeis without any “non-capitalist mass” in the 
foiTTi of small pioduceis) Basing heiself thus on semi- 
Menshevik positions, Luxembuig could not use to the 
Leninist conception of impel lalism, to a coi rect understand¬ 
ing of its fundamental pecuhanties and distinguishing at- 
tiibutes Luxembuig’s mistakes in the conception et im¬ 
pel lalism aie closelv allied to hei eiioneous positions on 
a number of impoitant political question^ the question 
of the sjilit in Social-Deniociac>. the agiaiian and national 
(luestions, the lole ot the Paitv and spontaneous elements 
in the mo\ements. etc The theoiv of the automatic col¬ 
lapse of capitalism ensuing fiom Luxembuig’s eiioneous 
fheoiv ot lepioduction, which the “Left” Social-Democi ats 
gladly utilize now to hold the woiking class back fiom ie\- 
ulutionai> acti\it\ In means of supposedh ie\olutionaiy 
phlaseolog^, in jnactice disaims the woiking class, spieads 
a mood of and tatalisnt in its midst, stultifMiig 

its will to stiuggle It Is pel teeth exident that the Kautsky- 
ist eiiois ot Luxi'mbuig on the question ot imperialism 
Kept hei fiom sexeiing lelations with Kautskx and Kaut- 
skjism, seiMiig as a soit ot budge connecting hei to the 
Kautsk\ist ceiitie cneii dining the pi ogress of the imperi¬ 
alist wai wlieii the absolute lieachei> of Kautskj and his 
complete deseitioii to the countei-iexolutionai\ camp of 
impel lalisni became pei fectl.x exident 

The Tiotskxist position on the theoi> of impellalism 
IS onli/am nf tin / e//< Lc s oi /veic/sA Dui mg the xx ar 

Lenin i(>peatedlx established the fact that Tiotskv is a 
Kautsk>ist. that he shales Kautskx's xiexx's, defending anti 
glossing ox el Kaulskx s distoitions of Maixism In de¬ 
fending the Kautskxist position, Tiotskyism comes out xxith 
paiticiilai xeiioni against the Leninist law’ of unexen de- 
elopnient And this is leallx not suipiising We hax’e 
all each’ seen that the laxx ot unexen dexelopment does not 
leaxe a single stone of the xx’hole tiaitorous and counter- 
’exolutionaix’ Kautskxust stiuctuie ot “ultra-impeiiahsm” 
unturned Trotsk.x ism builds its counter-rex’olutionary 
tlieoiy of the impossibihtx of building socialism in a single 
country on the denial of the Leninist laxv of uneven develop¬ 
ment. 
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The traitois to the \\orking class Irom the Social- 
Demociatic camp depict matters as if the growth of mon- 
The theory opoly leads to the leplacement of capi- 

of organized talist aiiaitlu bv a new system—that 

capitalism of oignnned capitalism. 

The Sotial-Demociats began to spioad the legend about 
oiganized capitalism paiticulailv dining the post-wai years 
of paitial stabilization The most prominent disseminator 
ot this theor\ is one of the most brazen leaders of Social- 
Demociacv—Hilfcidmg. The Social-Demociats tiy to main¬ 
tain that with the giowth of nionoplv there is an end to 
the blind foices of the maiket (’apitalism supposedly 
oiqaniz(<i itself, competition disappeais, anaichif of pro¬ 
duction IS eliminated, cnses become things of the past, 
planned eonseioits oicfamzation predominates F’rom this 
the Social-Democrats leach the tiaitoious conclusion that 
ti lists and cartels peacefully gton into planned, socialist 
economy, supposedly, one must only help the bankers and 
tilists stiaighten things out foi themselves and then capi¬ 
talism will of itself, unnoticed, without any stiuggle or 
1 evolution “glow” into socialism’ 

It IS (luite clear that the theory of organized capitalism 
IS a fuither development of Kautsky’s theoiy ot ultra- 
impeiialism The Social-Demociatic theoiy of organized 
capitalism also glosses ovei and befogs the glaring contia- 
dictions of impellalism, just as Kautsky’s theoiy of ultra- 
impeiialism does. The tiaitoi*s to the w'oiking class from 
the Social-Democratic camp try bv every means to gloss, 
over the fact that under imperialism capitalism becomes 
a decaying, parasitic system Lenin pointed out that Hil- 
feiding, even befoie the war, in denying the paiasitisni and 
decav chaiacteiistic of impellalism, stood even lower than 
some of the bourgeois scientists who, on investigating im¬ 
perialism, could not help noting these phenomena which 
stand out glai ingly 

Denying the decaying, paiasitic natuie of impel lalism, 
the Social-Demociats adopt the position of defending the 
eapitatiHt <iystein by all and eveiy means And they really 
stop at nothing in their attempt to crush the revolutionary 
stiuggle ot the woiking class against imperialism The 
theoiy of organized capitalism, promising a peaceful and 
painless tiansition to socialism, seryes m their hands only 
as a means of deceiving the more backward elements of the 
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■working class, of keeping them away tiom the ie\olution- 
aiy struggle. 

This countei-ie\olutionaiy theoiy is iLfuted at e\eiy 
step by contempoiaiy capitalist leahty This theoiy is 
completely shatteied as soon as it is regaiclecl in the light of 
the analysis of imperialism gi\en by Lenin 

We have alieady seen that itupei lahsm does not elimin¬ 
ate, but, on the contiarv, stiengthens and s'/ie/peits all the 
fundamental (oyittadutiona of the capitalist system. An- 
<u(ht} of fnodnciioti not only does noi disapjn ai, but. on the 
centraly, assumes (jujnntir pto/torhons and gives use to 
paiticulaily devastating consequences onipetitioyi be¬ 
tween the monoiioly alliances is much heicer than it foim- 
eily was between individual caijitalists Undei impeiialism 
crises become krenct and moie dciHusiaiina. and then con¬ 
sequences affect the woiking class even moie seveielv The 
Cl ISIS of HH)7 alieadv boie witness to this fact, as it stiuck 
the count i> w’hoie monopoly had giown most—the L'S A 
— v\ith paiticulai loice The pieseiu uodd oi.sis of 
capitalism most thoioughlv and completelv exposes the fu- 
lilit> of the legend alioiit oigani/ed capitalism, disseminated 
by the laekevs ot the bouigeoisie 

The faiiv tale about oiganiml capitalism selves the 
Social-Demociats onlv to tleceive the woiking class, to de- 
tiact then attention fiom the uncompioimsmg class stiug- 
gle, to lustiLv then tiaitoious tactics of class peace wnth the 
bouigeoisie and Ntiuggle against the levolutionai \ labour 
mov ement 

The legeiul ot oigani/ed capitalism was caught up by 
the flight vMiig oppoitunists in the lanks of the C P S U. 
and othei paitios in the Communist International Buk- 
haiiii claimed th«it "the pioblems of maikets, pnees, 
competition .ind cii.ses become evei nioie pioblems ot world 
o(onom>, being leplaced within the country by pioblems 
ol oigani/.ation ” 

From this the Right opportunists diew the infeience 
that the iiinei coiitiadictions in capitalist countries aie 
abating, that capitalism is getting stronger and that there 
could bo talk about a use in the uwolutionary tide only 
after a new impel lalist wai 

The ciude eiroi with legaid to the llieory of organized 
capitalism is not accidental with Bukharin. This anti- 
Leninist position is closely connected with a whole 
series of eirors in the field of the theoiy of imperialism, 
which he had committed beginning with the commencement 
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of the war Lenin fought Bukhaiin’s mistakes over a num¬ 
ber of yeais (1915-20) Against Lenin’s theoiy, Bukharin 
countei posed his own theory of so-called “puie imperial¬ 
ism ” Captured by “Left” phrases and masking themselves 
with them, the adheients of this theoiy. m piactice, allied 
themselves to the opportunist social-democi atic views on 
questions of impel lalism 

The mam fault in Bukhaiin’s theoiy ot “pine” im¬ 
pel lalism lies in its extieme simplification and incoriect 
repiesentation of impel lahst lealitv The adheients of 
this theoiy gloss ovci the deepest contiadictions mheient 
111 impel lalism Thev shut then e\es to the fact that im¬ 
pel lalism glows out of and develops on the basis of the 
old capitalism, that because of this impel lalism does not 
eliminate the fundamental contiadictions of capitalism but,, 
on the contiaiy, sharpens them to the extieme 

111 his leport on the Paity piogiamme at the Eighth 
Congiess of the Party in 1919, Lenin, touching on his dis- 
agieements with Bukhaiin, pointed out that 

“ pine impellalism, without the lundamental base 
of capitalism, nevei existed, does not exist now and 
novel will exist” 

In the same speech Lenin said furthci 

“Bukhaim’s concieteness is a bookish desciiption of 
finance capitalism Nowheie in the woild does mon¬ 
opoly capitalism exist without free competition in a 
numbei of fields, nor will it exist m the futuie” 

And Lenin continued* 

“If we had to deal with an integial impei lalism 
which had completely lemade capitalism oui pioblem 
would be a thousandfold easiei \\ o should then have 
a sv’stem wheie eveivthing was subject to finance cap¬ 
ital onlv Then w^e should only hav*o to remove this 
control and leave the rest to the pioletaiiat This would 
be vei.v agieeable, unfoitunately it is not so in leality. 
In reality the development is such that we have to 
act entirely differently. Impei lalism is a superstruc- 
tuie on capitalism . . We have the old capitalism 

which, in a number of fields, has giown up into im¬ 
perialism ” ** 

The erroneous theory of “pure” imperialism, defended 
by Bukharin when he was one of the leaders of the group 

* Leniii> Collected Works, Vol XXIV, “Report on the Party Pro- 
granime,” p 131, Russian ed ‘ 

** md pp 133 34 
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of so-called “Left Communists,” seived as the diiect basis 
foi the theory of oiganized capitalism 

The piesent crisis of capitalism cleaily exposed the ab¬ 
solute untenability of this theoiy It is quite evident that 
this opportunist fiction about oiganized capitalism, bor- 
lowed fiom the Social-Democrats, has nothing whatever 
to do with Mai xism-Lenmism Lenin repeatedly empha¬ 
sized that monopolies, glowing out of competition, do not 
eliminate it but exist o\ei and alongside it, giving use 
theiebj to a special shaipcning of all contradictions and 
conflicts Lenin has wiitteii 


“Impciialism aggiaxates and shaipens the contiadic- 
tions of capitalism, it intei twines monopoly w'lth free 
competition, but it cannot abolish exchange, the mai- 
ket, competition, ciises, etc 

“Impellalism is capitalism passing away, not capit¬ 
alism gone dvmg, not dead Not pure monopolies, 
but monopolies alongside of competition, exchange, 
maikets and ciises—this, geneially, is the most essen¬ 
tial fcatuic of impel lalism” 

That IS w'hy Lenin emphasized that 

“It is this \ei\ combination of contiadictoi> piin- 
ciples, of competition and monopoly, that is the essence 
of impel lalism, it is this that leads to the final ciash, 
the socialist revolution ” 

Impel lalism is patasifu oi decaying capitalism Cap¬ 
italist monopolies ineMtablv gi\e use to a tendency towaids 
. . stagnation and decay They tend to es- 

Ihe parasitism tablish monopoly prices and maintain 
^ lovel. With free com- 
' petition eveiy capitalist tries to in- 

ciease his piofits by cutting dowm his outlay on production, 
and in order to cut dowm his outlay all kinds of technical 
impiovements are mtioduced Monopolies, inasmuch as 
they can maintain high monopoly prices, are not interested 
in the introduction of technical innovations On the con- 
tiary, they frequently fear technical inventions more than 
anything else, since they threaten to undermine their mon¬ 
opolist hold of pioduction or to make their tremendous 
capital investments valueless Monopolies thus frequently 
delay technical progress artificially. The epoch of imperi- 


* Lenin, Collected Works, Vol XX, Book 1, p 331, International 
Publishers, New York, 1929 
** Ibul 
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.ahsm knows countless such instances. 

In his work on impel lalism Lenin cites the example 
.of the Owens bottling machine which was invented before 
the war in the U.S A. A German cartel bought the Owens 
patents and held up their utilization The post-war period 
knows a number of such instances. Not so long ago an 
velectric lamp that cannot bum out was invented, an “ever¬ 
lasting lamp ” This invention has not been put on the 
market to this day because it would cuitail the sale of lamps 
by the electrical equipment monopoly trusts. The Swedish 
Kreuger Match Tiust that had its tentacles over piacti- 
cally the entire world and worked with the help of Ameri¬ 
can banks was not a little distuibed by the invention of an 
“everlasting” match by a certain Viennese chemist The 
method of obtaining oil fiom coal, discovered by Piofessor 
Beigius of Germany, has been bought out by the Ameiican 
oil trust which is holding up its application The Ameii¬ 
can lailroads aie not being electrified only because it ^^ould 
■ be disadvantageous to the monopolists 

Nevertheless, it must be boine in mind that the ten¬ 
dency to increase profits by means of technical impiove- 
ments persists to a ceitaiii extent. That is why the biggest 
trusts establish excellent laboratoiies and scientific re¬ 
search institutes wheie thousands of engineers, chemists 
and physicists woik Because of monopolies, howe\ei, only 
a small pait of the discoveiies are applied Undei cei- 
tain conditions now one, now the othei tendency conies to 
the surface, now the tendency towaids stagnation, now the 
tendency towards technical impiovement 

Trotskyism distinguishes itself by a total lack of com- 
piehension of the real chaiactei of the contradictions of 
imperialism as a parasitic and decaying system. Tiotsky- 
ism does not perceive the sUwjqle of two tendencies that 
is in effect under imperialism the tendency to de\elop the 
productive forces on the one hand, and the tendency to 
retard technical progress on the other It is this .sf/ uqgle, 
the continuous conflict of these tendencies, that gi\es use 
to the shcupeninq of contradictlomt which is charactei istic 
of imperialism Trotskyism tries to make things appear 
as if there is absolute stagnation of technical development 
under imperialism, a complete “bottling up” of the develop¬ 
ment of productive forces Such a viewpoint leads diiectly 
to the traitorous theoiy of the “automatic collapse of cap¬ 
italism,” with which we became acquainted above This 
position is also insepaiably connected with the Trotskyist 
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denial of the Leninist law of uneven development undei im¬ 
pel lalism 

The paiasitit cliaiattei of the bouigeoisie is manifested 
A\ith paiticiilai tlaiity in the epoch of impeiiahsm. The 
oveiwhelming majoiity of the bouigeoisie has absolutely 
no connection with the piocess of pioduction The major¬ 
ity ol the capitalists are people who live by “clipping cou¬ 
pons ’’ The capitalists have become owners of shaies, bonds, 
go\ eminent loans and othei securities which bring them 
an income Entei puses are managed by hired technical 
loices Tlie bouigeoisie and its numeioiis toadies (politi¬ 
cians, the bouigeoisie intelligentsia, (he cloigy, etc ) con¬ 
sume the pioducts of the aiduous iaboiu of millions of 
lined slaves ol capital Entire countiies (like Swit/er- 
kind) Ol whole legions (m the South of France, Italy, 
paitly England) ,110 turned into playgioimcls loi the inter¬ 
national bouigeoisie wheie thej come to spend then un¬ 
earned incomes on mad luxury 

The e]ioch oi impellalism bungs wnth it a gieat dethne 
ol capitalist ci\ili/ation Vvnahty glows and penetiates 
all splu'ies ol iiolitiis, public life, ait, etc The biggest 
monopolies openly m.unlam in then pav delimtc groups of 
lepiesentatuos in pailiament, high g()\ eminent ofhcials, 
etc The heads ot go\einments aie most closely connected 
wnth the* biggest banks, coipoiations and trusts Millions 
in “pieseiits” to the higher government ofticials make 
it possible (oi the banks and trusts to do anything they 
please in the country The piess is the hireling of big cap¬ 
ital The oldest and mcist “mciitonous” bourgeois news- 
papeis change then political physiognomy at once upon 
going cnei to a new ownei An enoimous number of yel¬ 
low loumals picne to be owned by the same businessmen. 
Thus in Eromiany altei the wai the gieat maioiity of yel¬ 
low^ loumals and e\en a gieat many “seiious” newspapers 
weie owiuhI by the big cajutalist, Stinnos, wiio had growm 
rich dining and paiticulaily aitei the wai, by the most 
umestiairic’d speculation Aitei the collapse of the Stinnes 
concern that had owmed coal and oie mines, ocean steam¬ 
ship lines and cinemas, a laige pait of his foitune m news- 
papeis fell to anothei big capitalist m heavy industry — 
Ilugenbeig (one ot the Icadeis of the Geiman bouigeoisie 
who did most towards the ascension to power of the bloody 
fascist dictatoiship of llitlei) 

Outright fraucliilence, toigerv, deceit and cheating be- 
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come more and more the customary means of rising for 
the big capitalists and bourgeois politicians. These crimes- 
are only raiely discovered—m cases of fiascos, when loud 
scandals result. Thus, in 1932 the scandal about Ivar 
Kreuger—^the head of the Swedish match trust and one of 
the most violent instigators of anti-Soviet intervention— 
burst ovei the entiie woild He committed suicide when 
on the verge of banhiuptcy After his suicide a whole 
chain of foigeries and misiepiesentations woie revealed, 
by means of winch he wanted to save himself fiom the col¬ 
lapse that thicatcned him iii the circumstances of the crisis. 
The same \ cai. 19.32, mai kod a ti emendoiis scandal in 
France about the Oustiic Stock Company, which proved 
to be the woik of a few clevei swindleis connected with 
the most inominent goveinment politicians and bankers 
With the help of all kinds of false piomises this gang suc¬ 
ceeded in diawing tons of millions of francs out of the 
pockets of ciediilous petty bouigcois In 1933 in the USA 
much noise was occas'oned bv the discoveiv of a number 
of shady tiansactions bv the biggest capitalist of that 
country—Moi gan 

In Ameiica theie aie sex oral xvell oigani/t'd bands of 
gangstois which aie paiticulaily notoiious and xx'hich even 
enioy lespect They have then own ti lists which maintain 
the best of iclations with the police and the government 

In the foremost countiies impeiialism h) thru the upper 
circles of the woiking class Fiom the eiioimous incomes 
obtained fiom the colonies, the super-piofits squeo/icd out 
of the backwaid countiies and at the expense of gieater 
oppiession and impo\erishment of the great mass of the 
prolctaiiat, tiustified capital laiscs the wages and genei- 
ally impioves the conditions of a small, privileged section 
of the workers This bribed section of the proletariat be¬ 
comes a bulwark of the bouigcois older. The Social-Demo¬ 
cratic Secoml International also rests upon this upper stra¬ 
tum which furnishes the counter-revolutionary cadres that 
stab the struggling woiking class in the back at the most 
critical moment Imperialism, howevei, can only biibe a 
very small minority of the working class This biibety is 
at the expense of the continually greater exploitation of 
the basic mass of the working class In the end, it leada 
to an even gi eater growth of class contradictions, to an. 
even greater deepening of the chasm between the classes 
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Imperialism is a distinct historical stage of capitalism. 
This distinctiveness is, as we have seen, threefold: imperi¬ 
alism is, first, monoply capitalism; 
ImperiaHsm — ^the secondly, paiasitic or decaying capital- 
epoch of the doonijgj^^ thiidly, moribund capitalism, 
of capitalism chaiactenzation of the epoch of 

imperialism, the epoch of monopolies, as an epoch of para¬ 
sitic, decaying, moribund capitalism is the dividing line 
separating revolutionary Marxism-Leninism from all kinds 
of distoitions and falsifications of Marxism. In the epoch 
of imperialism all the fundamental contradictions of cap¬ 
italism reach their final limits, are .sharpened to the utmost 
degree The most important of these, as Stalin points out 
m his book on the foundations of Leninism, are three con- 
tiadictions. 

These aie* first, the antagonism between labour and 
capital. Imperialism denotes the omnipotence of a hand¬ 
ful of capitalists in the monopolies and banks. The op¬ 
pression of the financial oligaichy is so gieat that the pre¬ 
vious methods of struggle of the working class—labour 
unions of the old type, parliamentary parties—prove en¬ 
tirely inadequate Imperialism, increasing the impoverish¬ 
ment of the working class to an unprecedented degree, 
increasing the exploitation of the workers by a small group 
of monopolist and bankei sharks, puts the problem of new, 
revolutionai y methods of struggle bcfoie the workers in 
its full toice Imperialism bungs the ivorker face to face 
with ie\olution 

Secondly, the antagonisms between the vainous cliques 
of financial sharks and between imperialist powers in their 
constant stuiggle to seize new territories, sources of raw 
material and maikets foi sales and for the investment of 
capital This fionzied struggle between the individual im¬ 
perialist cliques inevitablv leads to wars in which the big¬ 
gest impel lalist powers shed oceans of blood and pile up 
mountains of coipses m the struggle to redivide the already 
divided world, in the struggle to grab new sources of en¬ 
richment for a few billionaires The struggle of the im¬ 
perialists inevitably leads to their mutual weakening, to 
the weakening of the capitalist positions in general, and 
thus brings closer the day of the proletarian revolution, 
makes this absolutely necessary in order to save society 
from perishing altogether. 

Thirdly, the antagonism between the small number of 
the so-called "eivilized" national and the enormous masses 
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of the population of the colonial and dependent countries. 
Hundreds of millions of people waste away in the colonial 
and semi-colonial woild undei the domination of imperialist 
robbers 

“Impellalism moans the most shameless exploitation 
and the most inhuman oppiession ot hundieds of mil¬ 
lions of the population ol vast colonies and dependent 
countiics.” 

Hunting supei-piofits, the impeiialists build plants and 
factories in the colonies and semi-colonial countiies, build 
lailioads theie, bicak up the old oidei ot things, clear the 
way with tiio and swoid loi new capitalist lelations The 
giowth of imperialist exploitation leads to the stiength- 
ening of the liberation movement in th(‘ colonies and de¬ 
pendent countries, weakening the capitalist position 
thioughout the wmild, iindeimining it at its loots, and 
leading to the tiansfoimation of these countiies, as Stalin 
points out, “from leseives of imperialism into leseives of 
the pioletarian revolution ’’ The national libeiatioii move¬ 
ment in the colonies becomes a tin eat to imiiei lalism, a 
support for the i evolutionary proletariat. 

The extreme shaipening of all the conti adictions bi mgs 
about a situation in which impellalism becomes the eve 
of the socialist i evolution ('apitalist conti adictions shaiii- 
en to such a degree that the fuither maintenance of cap¬ 
italist relations becomes an unbeaiable encumbiance to 
the further development of human society Capitalist re¬ 
lations hinder the fuithei progiess of pioductive toices, 
as a result of this, capitalism dc^criv^s and begins to tall to 
pieces while still alive This tendemey to decay does not 
exclude the development of individual countiies or indivi¬ 
dual branches of industry even in a period of a geneial 
capitalist crisis Tremenclous amounts of value aie wasted 
unproductively under imperialism; the capitalist class with 
all its toadies finally becomes a most malignant parasitic 
cancer which presses more and more unbearably on the 
tremendous masses of disinherited toilers Monopoly cap¬ 
italism at the same time creates all the necessary premises 
for the realization of socialism. 

“The extremely high degree of development of world 
capitalism in general and the replacement of free com¬ 
petition by state monopoly capitalism, the fact that the 

* Stalin, Foundations of and Problems of Leninism, p 12, 

Moscow, 19^4 
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banks and the capitalist coiporations are creating an 
appaiatus tor the social legulation of the process ot 
pioduction and distribution of products, the rise in 
puces and increased oppression of the working class 
by the syndicates due to the giowth of capitalist mono¬ 
polies, the enslavement of the woiking class by the im¬ 
pel lalist state, the gigantic handicaps imposed oi the 
economic and political stiuggle of the proletaiiat, the 
hoirois, calamities and rum caused by the imperialist 
wai—all make the collapse of capitalism and the tians- 
ition to a higher typo of social economic system in¬ 
evitable ” 

Impel lalism ine\itably leads to devastating imperialist 
wais The Woild Wai of 1914-18 plunged the entire cap¬ 
italist sjstem into a geneial crisis, chaiactenzed by the 
extreme acuteness and tensity of all the contradictions ol 
imperialism The piinciplcs laid down by the Comintern 
on the question of the geneial crisis of capitalism, which 
means a peiiod of dissolution and collapse of capitalism, 
are based diiectly on the Leninist theoiy of imperialism 
and foim an integral part of it, an msepaiable link The 
asscition of all kinds of Tiotskyist contrabiandists, deny¬ 
ing the piinciplos laid donn by the Commtoin concerning 
the geneial ciisis ot capitalism, signify their complete le- 
negaev fiom Mai xism-Lcninism, then complete bieak with 
the lieninist theoi v of imperialism 

Impel lalism is the epoch of the downfall and destiiic- 
tion of capitalism, the period of the victorious proletaiian 
1 evolution Lenin moie than once pointed out 

“Impel lalism is the highest stage of do\elopment of 
capitalism Capital m the advanced countries has out- 
gioiMi the boundaries of national states, and it has es¬ 
tablished monopoly m place of competition, thus cre¬ 
ating all the obiectivo pi ei equisites for the achievement 
ot socialism ” 

Elsewhere Lenin says that the epoch of imperialism is 
the epoch of ripe and over-ripe capitalism which is on 
the eve of its collapse, matin ed to the extent that it must 
yield its place to socialism. 

The epoch of imperialism is theiefore the epoch of the 

* The Progiammr and T?ii7r<t of the Commniit<tt Party of the Soviet 
Union {Bolsheviks), p 6, Moscow, 1932 

** Lonin. Colhcti’d Vol XIX. "The Socialist Revolution and 

the Ripht of Nations to Self-Detennination,” p 37, Russian ed 
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collapse and destruction of capitalism, the era of p 
tarian revolutions. 

REVIEW QUESTIONS 

1. How does competition lead to the formation of mon¬ 
opolies’ 

2 Do monopolies eliminate competition’ 

3 What IS the souice of the profit of the monopolists^ 

4 How does the role of the banks change in the epoch of 
imperialism’ 

5 What gives i ise to the export of capital ^ 

6 What IS the function of taiiffs’ 

7 What IS the law of uneven development’ 

8 What IS there essentially traitorous in the theoiy of 
organized capitalism’ 

9 How IS the theoiy of oiganized capitalism connected 
with the theory of ultra-impenalism’ 

10 How does the decay of capitalism manifest itself under 
imperialism’ 

11 What are the five fundamental attributes of im¬ 
perialism’ 



ClIAPrEIl X 

The War and the General Crisis of Capitalism 

The fundamental contiadictions of the capitalist older 
reach their highest development in the epoch of imperial- 
imperialism and ism On the one side—a handlul of 
the collapse of degeneiate capitalist magnates, on the 

capitalism other—the tiemendous majoiity of dis¬ 

inherited humanity. Such is the picture of capitalist so¬ 
ciety under the domination of impoiialism. 

In the epoch of imperialism the decay and decline of 
the capitalist order takes place The existing ordei becomes 
an impediment to further development Human thought, 
science and engineering recoid ever new \ictoiics o^el na¬ 
ture Man subiects one after another of its most temble 
forces to his will. The fruit of these victoi les, ho^\ ever, is 
gathered by a handful ot tlic elect More than that, cap¬ 
italist lelations nairow do^^n the possibility of applying 
many of the most biilliant disco\eiies and inventions 

Mankind as a whole has become wealthy enough for 
everyone to bo piovided with a good existence What pie- 
vonts this IS again capitalist relationships Tiemendous 
wealth is used not foi the benefit of the bioad masses, but 
to th(Mi doti imeiit De\astating wais, ineMtable under 
impel lalism, take many human Mctims, destroy the fiuit 
of the haid labour of many generations. 

Socialism oi dcstniclion, .socialism or ineMtable degen¬ 
eration—that is how the question is put in the epoch of 
imperialism The woild pioletaiiat must cariv out a task 
of the utmost impoitance—they must tear mankind away 
from the clutches of imjierialism. In the sti uggle for the 
overthrow of the reign of imperialism the proletariat finds 
many allies among the disinherited of the eaith. The toil¬ 
ing masses of the colonial countries, who feel on their own 
backs the full “charm” of the imperialist regime, the 
ruined masses of the peasantry and the intermediate sec¬ 
tions of toilers, are the source of assistance for the prole¬ 
tariat in its struggle for the overthrow of capitalism. Re¬ 
gardless of temporary defeats in one country or another, 
the final victory of the proletariat is inevitable. 
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Thus imperialism brings class contradictions and the 
class stiugglo to an extreme acuteness In this struggle 
the fata ot the capitalist system is decided. Hence the 
sti uggle IS a \ ei v stubboi n one 

The unevenness of capitalist development, increased in 
the epoch of impel lalism, cieates different conditions for 
the victoiy of the pioletariat in the diffeient countiies 
Natuiallv the pioletaiiat captuies povvei and pioceeds vvitli 
the building of socialism fust of all in those counti’ies wdiere 
and when conditions aie the most favoiuable 

“Enoinious technical piogiess m geneial, and ol the 
means of communication in paiticulai, the colossal 
giovvth of capital and banks have lesulted m a ripen¬ 
ing and ovei-iipening of capitalism It has outlived 
itself, has become a most leactioiiaiy hindianco to hu¬ 
man development It has ieduced itself to the leign 
of an omnipotent handful of billionaiies and milhon- 
aiies, inciting nations to mutual slaughtei in oidei to 
decide vv'hether a Geiman oi an Anglo-Fiench gioiip of 
lobbeis aie to get the impel lalist plundei powei ov’ei 
the colonies, financial ‘spheies of mHiieiice' oi ‘admin- 
istiative mandates,’ etc 

“Duimg the vvai of 191 1-18, tens of millions of men 
vveie killed and maimed loi this leason, and foi this 
reason alone An iindei standing of this tiuth is spiead- 
ing with iincontiollable foice and speed among the 
masses of toileis in all lands—and tins so much the 
moie since the vv'ar has vvi ought impiecedented mm 
evcryw^heio, and eveivmiie, including the ‘victoiious’ 
nations, has to pav for the vv'^ar in inteiest on debts 

“The collapse of capitalism is inevitable The revo- 
lutionaiy consciousness of the masses is gi owing. 
Thousands of indications speak of this 

“The capitalists, the bouigeoisie, may, under circum¬ 
stances most favoiuable foi themselves, delay the vic- 
toiy of socialism m one or another individual country 
at the cost of the destruction of additional hundreds of 
thousands of workers and peasants But save capital¬ 
ism they cannot ” * 


* Ibid , Vol XXIV, “Answers to the Questions of American Joi 
ists,” p 404, Russian ed 
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The stiuggle between the impellalists foi a ledivision 
of the woild bioiiKht about the Woild Wai ot 1914-18 This 
wai shook the capitalist system to its 
T4ie iniperiali**! loundation and bi ought untold 

World War sulfei ing to the masses of the people. 

In all the wailing countiies si\t\-tw'o million men were 
called to aims Moie than ten milhon weie killed and the 
number ot wounded and maiine<l who lemaine cripples 
for hie leached twent\-loui million Tiemendous w^ealth 
of the most inospcious countiies in the woild was sense¬ 
lessly shot into the an. It has been estimated that the war 
cost thiee bundle I billion dollais In oidei to grasp this 
ligiiH' it should be noted that the entiio wealth of all the 
weaning countiies on the e\e ol the wai amounted to six 
hundied billion dollaii> The war thus sw'allowed a sum 
amounting to halt ot what all the nations ot Euiope had 
been able to amass at tin* piito ot aiduous. sla\e-hke la- 
boui foi mam geneiations 

Th(‘ wai wiought ha\oc with capitalist woild economy. 
It bloke whatesei connections had existed between ceitain 
stah's SoHK' ol the coimtiu's bc'came completely isolated 
(delmany) The snpph ot impoited law mateiial and 
food was cuitailed Tiemendous masses ot the pioducing 
population, woikeis and peasants, weic withdiawTi fiom 
then occupations b\ the call to aims In some countries 
almost one-thiid ol all the woikeis m industiy and agn- 
cultiiie was undei aims It must not be foigottcn 
that tht‘ wai took the best producing sections of the popu¬ 
lation—healtiH \oung men Only old men, adolescents and 
w'omeii, whose laboiii was ol couise much inteiior, ^yele 
left at home 

Tiemendous legions weie decastated and reduced to 
ash(>s 111 the piocc'ss of militaiy actions The fionts in the 
W'oi Id War w'cie located not only in agi iciiltural sections 
but often in most impoitant indiistiial centies also Ray¬ 
aging aitillcry fiie wnped plants and factoiies off the face 
of the earth Mines wdc flooded Entiie cities, indus¬ 
trial regions, w'eio wiped out as, foi instance. Northern 
France w^hcie the most important front of the World War 
—the Western Front—w^as located 

Finally, the most important feature of the economic 
rum wH’ought by the war was the transformation of the 
entire national economy, changing the charactei of produc¬ 
tion at the dictates of the needs of w'ai fare 
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With the advent of war the character of production, 
changed ladically. To the former thiee basic varieties of 
commodities—means of production, articles of consump¬ 
tion and aitides of luxuiy—^a fourth was now added, oc¬ 
cupying an ever moie prominent place instruments of de¬ 
struction and extermination — artillciy, ammunition, 
bombers, submaiines, iifles, tanks, poison gas, etc. The 
expenses of the World Wai amounted to $:>()0,000,000,000 
at a time when the entiie wealth of the wairing countries 
amounted to about $000,000,000,000. The annual national 
income of these countiies amounted to $85,000,000,000 If 
we assume that the national income' of each countiy during 
the war was ieduced only one-third because of the tic- 
mendous withdiawal of workeis and thus amounted to ap¬ 
proximately $57,000,000,000, and if we further assume that 
the entue non-militaiy expenditure absoibed 55 pei cent, 
wo reach the conclusion that the cuirent national incomes 
could only covei war expenses to the amount of $25,000,- 
000,000 a year. For the four years of the wai this makes 
$100,000,000,000 Consequently, the other $200,000,000,000 
had to come fiom the hxed capital of the waning na¬ 
tions. It theiefoie follows that the total wealth of these 
nations after the war no longer was $600,000,000,000 but 
onlj'^ $400,000,000,000, i e., one-third less 

The war wi ought untold havoc in the field of human 
labour power 

In 1913 the population of Europe was 401,000,000 and 
with the normal giowth of population, had theie been no 
war, it should have been 424,500,000 in 1919 Actually it 
was only 389,000,000 In other woids, Euiope lost 35,500,- 
000 people, or 9 per cent of its entire population The in¬ 
fluence of the war in the reduction of the European popu¬ 
lation was felt, fiist, in the direct loss of people—on the 
front in battles, and in the lear because of epidemics; sec¬ 
ondly, in the reduction of the birth rate since almost all 
the men wei e mobilized, and thirdly, in the increase in the 
death rate due to woise living conditions (hunger, priva¬ 
tion, etc.). 

If we take into consideiation that this enormous loss 
of people was primarily the very best labour power of the 
warring nations, then the picture of the destruction of the 
human apparatus of production will become clear. 

To this should be added the fact that during the war, 
wide sections of highly skilled workers were replaced by 
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others of little skill. A decrease in the number of qualified 
workers employed thus took place, which brought great 
loss to the nations involved. 

The war brought untold toiture to the broad masses of 
toilers. The workers and peasants dressed in military uni- 
foims were cannon fodder at the front where death or 
unendurable suffering awaited them The workers who re¬ 
mained in the rear worked in the factories to the point 
of exhaustion for starvation wages. Under conditions of 
a militai'v dictatorship, any sign of dissatisfaction on the 
pait of the woikeis was suppressed in the most unmerciful 
and inhuman fashion. The woikeis at the leai lived under 
constant thieat of being shipped to the fiont where death 
or iniury awaited them Dining the war the toiling masses 
wcie doomed to staivation 

The wai mtvn<n1ie«\ to the extieme all the contradic¬ 
tions of the caintalist system The war widened the gulf 
between the woi kei s and the capitalists The war bi ought 
rum to the bioad masses of the peasantry The wai con- 
ti ibuted towards the undermining of the position of the 
oflice employees and the pettv bourgeoisie by bunging 
about then impoverishment 

“ The war is imperialistic on both sides 
Both the Geiman and the Anglo-Fiench bouigeoisie 
are waging wai for the grabbing of foreign teiiitoiy, 
for the stiangulation of small nations, for the financial 
supiemacy over the woild, for the division and ledis- 
tribiition of colonies, for saving the tottering capitalist 
regime by means of deceiving and disuniting the work¬ 
ers in the vaiious countries” * 

The wai was an inevitable result of the entire develop¬ 
ment of impel lalism The war showed that capitalism has 
finally become a hindrance to the fur- 
Conseqiieiwos of development of human society, 

the World War and The war disclosed w^hat enormous dan- 
Iho general crisis ggj. ^nd menace capitalism bears vvith- 
of capitalism itself for the further destiny of 

mankind 

The imperialist World War was the beginning of the 
general crisis of capitalism. A new page was turned in 
world history. The October Revolution broke through the 
imperialist front in Russia. In place of tsarist Russia— 
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the bulwark of daikest leaction—^the Soviet state aiose. 
One-sixtli of the globe was tom fiom the power of capital 
and became the country wheic socialism is being built. The 
Octobei Revolution maiked the beginning of the interna¬ 
tional socialist revolution of the proletariat. It divided 
the woild into two camps —the camp of capitalism and the 
camp of socialism under construction. It made the first 
gaping bleach in the capitalist stiuctuie In place of the 
foimeilv univeisal capitalism, two systems ladically op¬ 
posed to each othei, aie now stiuggling—the system of 
capitalism and the system of socialism 

Since the October Revolution capitalism has ceased to 
be the only existing social oidei, luling the eaith Along¬ 
side it a new system has grown up, a new older—that of 
socialism The Soviet Ihiion is the fatherland of the world 
proletaiiat The piesent epoch is the epoch of the doiin- 
fall and dcstuiction ot capitalism, the epoch of the prole 
taiiaii woild revolution and the tnmnph of socialism. 

The World War lemaclc the map of the woild It ladi- 
callv changed the lelation of forces among the dilTeieiit 
capitalist countries The proletarian ievolution has tri¬ 
umphed on one-sixth of the woild and has wrenched it 
fiom undei the sway of capital But m the lest of the 
w'oild, w'hich has remained in the pow'or of capitalism, \eiy 
impoitant changes have also taken place 

The w’ar thoioiighly undcimined the national economy 
ot all the countiies that participated in it The victoiioiis 
countiies—the Allies—of coui.se tried to tiansfer the whole 
bill den of the wai expenses onto the vanquished countries. 
Among the vanqueshed, howev'ei, it was possible to get 
something only fiom Germany since the allies of the latter 
(Austiia-IIungarv, Tuikcy, and Bulgaria) weio in a very 
deplorable state Germany w-as the principal enemy of the 
Allied countries It had been competition with German 
impel lalism that had brought the imperialist rulers of 
Great Britain and France to war Hence the first business 
of the victors vyas to settle with Germany, to delete it 
from the list of possible competitors, to safeguard them- 
selyes against its competition by stopping or retarding its 
economic development for a long time to come At the same 
time it was necessary to load the greater part of the war 
expenses upon Germany. The peace treaty signed in Ver¬ 
sailles m 1919 provides a number of measures for pilfering 
Germany A number of regions were taken away from 
Germany, France getting regions rich in coal and iron: 
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Ceimany fuither had to turn over its merchant fleet to the 
Allies, she had to ienounce her colonies and all the terri- 
toiics she owned beyond her own boidcis Finally—and 
this is most impoitant—tiibute was imposed on Germany 
in the loim of paynienis which weie to leimbuise the Al¬ 
lied countiies for the destiuction caused bv the war( lep- 
aiations) These paj<ments weie set in Veisailles at 
1:12,000,(100,000 gold m.u ks, according to the tieatv the 
payments weie extended oven a number of vcais. 

The pillage ol Gcimany by the lobbei peace of Vei- 
sailles lesulteil m Geimany finding itscll, ot all the coun¬ 
tiies involved in the wai, the most lavagod (with the ex¬ 
ception oi little Austiia \\hich Amcjican chaiitv tiad to 
save fiom actiuil staiv'ation). 

The v\ai i.uhcallv changed the ielation of foices in 
the camp ol the victois The USA gained most bv the 
v\ai, as it took a very insignificant pait in the militaiv’ ac¬ 
tion but piofitod ti emcnd<*uslv on all kinds ot wai supplies 
The sun of Bi itish capit.ilism sot as a lesiilt ot the Mar. 
Gieat Biitain lost its pi imacv on the woild maiket It had 
to jiold its place to its vouiig competitor, the USA TIk* 
contiadictions between the S A and Gieat Bntain aie 
the pivot aioiind which the inijuMlalist contradictions or 
the entile post-wai peiiod lovolve. 

Amoiiea pioved sulhciontlv powciful to extiact tiemen- 
dous advantages tiom the vvai in vvdiich its old comixfiitois 
(piimaiily Gieat Biitain and Geimany) had cut one aii- 
othei’s thioats 

The waning countiies could not themselves satisfy 
their glowing w.u iecpiirements ot endless mountains of 
coal, non, steel, biead, oil and cloth This tiemeiidous de¬ 
mand came to Amciica At the same time the maikets tor 
manutactuied goods in the agiicultiual countiies of South 
Amoiica, Asia, etc, weie fieed Befoie the vv'ar Great 
Britain, Geimanv and othoi Euiopean countries exported 
then goods to these maikets Dining the wai theie could 
be no thought of expoit from these countiies All this 
resulted in an unpieccdented development of industiT and 
agricultuie in the USA Amenca became the richest 
country m the world. The war shifted the ceiiti e of gi av- 
ity of world capitalism from Europe to America. 

Before the war, industiy had not occupied a piedomi- 
nant place in the economy of the USA. In the 

USA had exported agricultural products amounting to 
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$1,000,000,000 and industrial products amounting to only 
$460,000,000 During the war industry developed with un¬ 
paralleled rapidity. In 1914 the industries of the USA. 
produced commodities to a total amount of $24,246,000,000, 
in 1918 the production already amounted to $62,580,000,000. 

During the period of the war the production of tex¬ 
tiles rose 40 per cent, of steel 40 per cent, of coal and cop¬ 
per 20 pel cent, of zinc 80 per cent, of oil 45 per cent Fi om 
1913 to 1918, the construction of ocean-going steamships 
increased more than tenfold, the production of automobiles 
doubled For the period of the wai the USA was trans¬ 
formed into an mdustiial country expoiting manufactured 
goods In 1919 the USA expoited mamifactuied goods 
amounting to $2,072,00(),()()0 and only $1,4()8,0()0,()00 woith 
of means of consumption and law mateiial 

Howe\ei, agriculture in the USA also made piogiess 
during the wai Between 1913 and 1918 the haivcst in¬ 
creased 12 pci cent and the number of cattle even moie 

The wai made the USA. the nche\t nation in the 
woild Befoie that Gieat Biitain had been the wealthiest. 
It had pla>ed a leading lole m the capitalist woild, it had 
owned capital m all lands including Amenta—all weie in 
debt to Gloat Biitain Biitish cuiiency—the pound stei- 
ling—was consideit'd the most stable currency in the 
woild, it was almost impossible to conceive ot the depie- 
ciation ot the Biitish pound The wai changed all this: 
Gieat Biitain lost a gieat pait of its wealth iii the war and 
receded to second place while the IT S A became mon- 
stiously wealthy 

Fiom 1915 to 1920 USA expoit amounted to $18,000,- 
000,000 moie than its impoit, in otliei words it gave the 
waning nations of Euiope goods amounting to $18,000,- 
00,000 more than the goods it leceived fiom them How 
was this tiemendous sum coveied*' What did the USA. 
get foi it*^ 

F'list of all, enteiprises iii the USA which had pre¬ 
viously belonged to European capitalists went over to Am¬ 
erican ownei s The considerable sum of £3-5,000,000,000 went 
for this purpose Further, more than half the world’s gold re¬ 
serve was concentrated in America; the warring countries 
had to give up their gold reserves to America for the great 
quantities of war supplies and means of consumption which 
the U.S.A. supplied for their troops and for their popu¬ 
lation Finally the Allied debt to America amounted to 
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the enormous sum of $10,000,000,000. Great Britain, m 
debt to the USA. to the extent of £900,000,000 sterling, 
was supposed to receive £1,600,000,000 sterling from its 
debtois As a lesult of the agieements reached between 

1923 and 1927 on the regulation of the war debts, the in¬ 
debtedness of the former Allies and othei countries to the 
U.S A. was set (with accumulated inteiest) at £2,400,000,- 
000 sterling The debts of Groat Bntain’s old allies were 
reduced to such an extent that then payments onlv just 
balanced the British payments to the USA 

As legaldb German leparations the sum oiiginally set 
was 132,000,000,000 marks The Dawes Plan adopted in 

1924 left the total sum of lepaiations open but obliged 
Geiniany to make annual payments until 1029, amounting 
to 2,500,000,000 maiks annually The Young Plan, super¬ 
seding tlio Dawes Plan in 1929, obliged Geimany to pay an 
aveiage annual sum of 1,000,000,000 maiks foi a period 
of 59 seals The Young Plan fuiutioned foi only a yeai* 
and ten months On July 1, 19)1, the so-called Hooser 
Moiatoiium went into efTect, holding up all payments on 
ropaiations and ss’ai debts foi one year 

The amount of cash lopaiations payments b\' Geimany 
foi the entile pound amounted to £645,000,000 steilmg 

Geiman lepaiations and the intei-Allied debts inheiit- 
ed fiom the Woild War constitute one of the sorest piob- 
lems of the post-wai capitalist s^stem, one of the mam 
points of contention and stiife m the camps of the capit¬ 
alist countries, one ol the knots of shaipest contradictions 
The USA occupies a position of non-interference in the 
matter of icpaiations this is, as it says, an internal mat- 
tei ot the Euiopeans nith which America has no concern 
But so much the moie insistently does it demand payment 
of tlie Allied debts to itself 


The development of the economic ciisis brought about 
a Mitiial discontinuation of reparations payments as well 
as payments on othei debts It is self-evident that such 
a non-payment of debts shaipens the lelations between the 
impel lalists to an even gieatei degiee 

The downfall of capitalism extends over an entire his¬ 
torical epoch This is the period of the revolutionary 


Three periods of 
the general crisis 
of capitalism 


struggle of the international proletai lat 
for its dictatorship, for socialism. 

The years since the imperialist war 
fall into three periods. The first post¬ 


war years 1918-21 were a period of the sharp disintegra- 
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tion of the entiic capitalist system and of fierce struggle 
between the pioletaiiat and the bourgeoisie, going over 
in a number of countiies to open civil warfaie. As a le- 
sult of the destiuction caused by the war, the tremendous 
losses m life and mateiial \alues, the economic ruin leach- 
ed unpaialleled piopoilions All the contiadictions of cap¬ 
italism weie bi ought to a point. The dissatisfaction of 
the masses, who found themselves stianded in the same old 
miseiy, v'as tiemondous The Cential European countries 
flaied 111 the fiios of civil war. A Soviet lepubhc was set 
up 111 Hungaiy in 1919, lasting seveial months, and one 
in Bavaria held out sovoial weeks In 1920-21 a deep 
economic ciisis giippod the capitalist coimlnes causing the 
contiadictions to become ev'en moie acute 

Soviet Russia dining those v'oais was lepelling the at¬ 
tacks oi the united toices ot the llussi.in wliiteguaids and 
the inteinational boiiigeoisie The (’ivd W ai ended m the 
victoiv and consolidation ot the Soviet jiouei, all attempts 
at mteivention met with deleat at the hands ot tlie non 
toice ot the invincible piok'taiian levoiution Tlie ('om- 
munist International—the mihtaiv stall of tlie woild iev¬ 
olution—w<is established Foi the fust time in maiiv' cap¬ 
italist countiies, (’ommimist Paities aiose, which untuili'd 
the dag of 1 evolutionalV socialism that had been stamped 
into the dust and ^ten ped in blood by the tiaitois to so¬ 
cialism fiom tlie Si'cond Inteinational. 

With the lielp ot the traitoious Social-Dcmociacv, the 
boiiigeoisie succeeded in lepellmg the attacks of the lev- 
olutionaiy piolet'iiiat and bieakmg down its lesistanco in 
a luimbei of countiies Tn J92.‘> the (leiman boiiigeoisie 
succeeded m again iidlicting defeat on the levolutionaiv 
pioletai lat in tluit countiy The lust pei lod thus ended, on 
the one hand, in the victoiy of Soviet power m the USSR, 
and, on the other, in the temporaiy deteat ot the West 
Eui opean pi oletaiiat. 

Aftei inflicting defeat on the woiking class the West 
Euiopean boiiigeoisie took the offensive Thus, the second 
period began—the peiiod of the gradual advent of partial 
stabilization in capitalist countries A certain amount of 
“reconstruction,” necessitated by the havoc left by the 
World Wai, took place in the capitalist camp On the 
other hand, this pei lod was a peiiod of the rapid lecon- 
struction of the national economy of the U.S S R, and of 
the ntost vital successes of socialist construction 
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Having repelled the attacks of the masses of workeis, 
the bourgeoisie proceeded to bind up the more gaping 
wounds left by the World War. Their method of curing 
these wounds was by transferring the entire burden of 
the heritage of the imperialist slaughter onto the shoulders 
of the working class At the cost of an unbelievable re¬ 
duction in the standard of living the bourgeoisie achieved 
a temporary and partial stabilization of capitalism. In a 
number of countries money circulation was re-stabilized 
after it had been completely upset by the war and post¬ 
war chaos The bourgeoisie began to put capitalist ration¬ 
alization methods into effect. Rationalization under cap¬ 
italism means an enormous increase in the rate of 
exploitation of the workers. This is accomplished by the 
aid of technical innovations introduced by the rationalizers. 
Capitalist rationalization reduces the number of workers 
employed while increasing their productivity. Part of the 
workers are thrown out on the streets without the slightest 
hope of ever getting employment again Those workers 
who remain are forced to work twice and three times as 
intensively, exhausting their entire strength for the benefit 
of capital 

Partial stabilization of capitalism could only be tem- 
poiary, tottering, rotten It could only succeed in deaden¬ 
ing the effect of some of the contradictions of contemporary 
capitalism for a veiy shoit time indeed, as it is absolutely 
unable to solve these contradictions. On the contrary, 
these contiadictions have made themselves felt more and 
more shaiply from year to year. 

The process of stabilization was characterized by an in¬ 
crease in the unevenness of development of the various 
countries Some countries succeeded in getting on their 
feet aftei the ravages of war more or less rapidly, while 
others lagged behind in this respect. Currency was rel¬ 
atively stabilized in various countries at different times. 
The temporary revival of the production machinery also 
began at different times m the various countries. Uneven¬ 
ness of development in the years of stabilization was one 
of the sources of those contradictions which revealed them¬ 
selves very soon afterwards. 

Together with the temporary stabilization of capital¬ 
ism, the reconstruction of the economy of the Soviet Union 
forged ahead with giant strides; the deep wounds inflicted 
on the economy of the country by the imperialist war and 
the civil war that followed were healed in a comparatively 
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short tune, independently and without lecouise to any out¬ 
side aid The consolidation and growth of the power of 
the Soviet Union deepen the general crisis of capitalism 
and render it more acute. 

The colonial countries, exploited by the imperialists, 
rise in a struggle against their exploiters The revolution 
in China, regardless of temporary setbacks, does not let 
the impel lalists rest. The revolutionary movement in In¬ 
dia and other colonies of British and French capital contin¬ 
ues to grow. The contradictions between the imperialist 
countries inciease and become shaipei The transference 
of the world’s economic centre to America, the transforma¬ 
tion of the USA into a world exploiter, greatly sharpens 
the relations between the American and the European, 
primarily the British, bourgeoisie The contradictions be¬ 
tween America and Great Biitain form the pivot around 
which the world imperialist stiuggles revolve. As capital¬ 
ist industry reaches pie-wai dimensions again in some 
countries (1927-28) the struggle foi markets becomes more 
intensified 

The thud penod of the post-wai general ciisis of cap¬ 
italism arrives. This period is characterized by the 
shatpening of the basic contradictions of contempoiary 
capitalism. In 1927 as compaied with 191o, world economy 
produced oil—300 per cent, iron—102 per cent, steel— 
127 per cent, cotton—125 pei cent, wheat—110 per cent, 
rye—95 per cent The following year, 1928, lesulted in a 
further increase in production foi many commodities Cap¬ 
italism, about ten years aftei the war, exceeded its pre¬ 
war limits Simultaneously, an exceptional inciease in cap¬ 
italist contradictions resulted both within individual 
countries and between them. The thud period in the 
development of the general crisis of capitalism is the pei lod 
of the shattering of the partial and temporary stabilization 
of capitalism; under the circumstances of the world econo¬ 
mic crisis that began in 1929 and shook the entire economy 
of the capitalist countries to its very foundations, the end 
of capitalist stabilization finally arrives, as was pointed 
out in the resolution of the Twelfth Plenum of the E.C.C.I., 
held in the autumn of 1932. 

Capitalist rationalization brings with it an unprece¬ 
dented increase in the exploitation of the working class 
by the bourgeoisie. Rationalization sharpens the class con¬ 
tradictions to their extreme limits. Rationalization under 
conditions of capitalism results in the shutting down of a 
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number of antiquated enterprises and a reduction in the 
number of workers employed at the remaining plants and 
factories Chronic unemployment sets in The condition 
of the working class becomes worse even in a number of 
the most highly developed capitalist countries. 

Thus, for instance, in even the wealthiest capitalist 
countly, which the reformists point to as being almost 
“heaven on earth” — the U.S A — the following changes 
took place between 1919 and 1925 The number of work¬ 
ers employed in industry, in agriculture and on the rail¬ 
roads decieased 7 per tent, production increased 20 per 
cent, the productivity of labour increased 29 per cent. Dur¬ 
ing these yeais, the number of workers employed in these 
fields fell by almost 2,000,000 people Part of these found 
emplovment m the spheie of tiade and service, but the 
maioiity remained unemployed 

In Germany there were no less than three million un¬ 
employed at the beginning of 1929 During the later years 
of capitalist rationalization a constant reserve army grew, 
which e\en at times of mdustiial revival never fell below 
one to one and half million people in number. Of these, 
fiom half a million to a million people were permanently 
unemployed and their condition hopeless These were real 
victims of capitalist rationalization, which had taken all 
their stiength from them and then thrown them out onto 
the stieet 

The total number of unemployed, thrown out of em¬ 
plovment bv rationalization in the foremost capitalist 
count lies, amounted to ten million people. Precisely the 
same luiniboi as that killed in the World War^ Like the 
victims of the war, these also are doomed to death by cap¬ 
italism, the only difference is that the capitalist victims 
of “peace” die slowly. 

The impoverishment of the woi king class proceeds 
apace with the growth of technical improvement, throwing 
workeis out of employment and at the same time enorm¬ 
ously inci easing the quantity of commodities produced. To- 
gethei inth the tremendous irwrease in the quantity of 
commodities produced, the internal market contracts, as it 
depends on the well-being of the broad masses. The in¬ 
crease in production conflicts with the decreased consump¬ 
tion of the masses. The difficulties of selling increase, and 
compel the capitalists of the various countries to conduct 
a savage stmggle for external markets. 

Tn the third period the contradiction between the de- 
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velopment of productive foices and the contraction of 
the markets becomes particularly acute. The internal as 
well as the external contradictions grow, rending the cap¬ 
italist countries asunder under the conditions of a gen¬ 
eral crisis of the capitalist system The third period brings 
with it devastating crises and the ever growing danger of 
new imperialist wars. 

At the same time, in the U.S.S.R. a tiansition takes 
place from the restoration to the reconstruction period. The 
great Five-Year Plan of reconstruction begins to be real¬ 
ized. The reconstruction of national economy, the colossal 
growth of socialist industry, the radical transformation 
of agriculture on the basis of collectivization — all this 
marks the victorious progress of socialism on the vast 
territory which covers one-sixth of the world. The third 
period intensifies the struggle between two systems—that 
of moribund capitalism and that of rapidly developing so¬ 
cialism. The absolute hopelessness of the capitalist system 
and all the advantages of socialism stand forth with par¬ 
ticular clarity in this period when the enormous growth 
of socialism in the USSR takes place against the back¬ 
ground of a crisis of unprecedented depth which shook 
the capitalist countries to their very foundations 

During the years of partial stabilization the bouigeois 
scribblers and Social-Democratic lackeys of capital made 
every effort to prove that the capitalist system had com¬ 
pletely healed the wounds inflicted by the war and had def¬ 
initely overcome the post-war crisis. They asserted that 
capitalism was full of strength and vitality, that it had a 
brilliant future before it. The Social-Democrats, m their 
slavish catering to the bourgeoisie, asserted that a period 
of capitalist prosperity and well-being had arrived, the mil- 
lenium of organized capitalism which knows no shocks, 
wars or crises. 

The opportunists within the Communist Parties re¬ 
peated these ravings of the defenders of the bourgeoisie in 
a more concealed form. The Right opportunists repeated 
the Social-Democratic arguments about organized capital¬ 
ism. During the transition from the second to the third 
period the Right opportunists tried to show that the third 
period IS not the end of capitalist stabilization, but a per¬ 
iod of its further entrenchment. The Right opportunists 
supported^ the fiction of American prosperity, creating the 
theory of‘American “exceptionalism,” asserting that Amer¬ 
ica was unaffected by the general crisis of capitalism. In 
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the opinion of the Right opportunists, the stabilization of 
capitalism was permanent and unshakable. The Trotsky¬ 
ists, rather, at first tried to deny the significance of cap¬ 
italist stabilization, disposing of it with a few “Left” 
phrases, but soon they joined the chorus of those who sang 
the praises of the permanence and steadfastness of cap¬ 
italist stabilization The Right opportunists and the Trot¬ 
skyists did not want to admit the advent of the present 
world crisis even when the majority of the bourgeois poli¬ 
ticians were compelled to admit its existence. 

Even at the time of partial stabilization the C.P.S.U. 
and the Comintern foresaw the inevitability of the advent 
of a new crisis They based themsi 1\ es on the revolu¬ 
tionary, Marxist-Lenmist analysis of those inner contra¬ 
dictions which inevitably develop m modern capitalism. In 
his lepoit to the Fifteenth Congiess of the C.P.S.U. in 
December 1927, Stalin emphasized that “from stabilization 
IS born the growing crisis of capitalism.” He said: 

“As early as the Fourteenth Congress it was stated 
in the report that capitalism may return to pre-war 
level, may surpass the pre-war level, may rationalize 
its production, but that this does not yet mean—does 
not mean by far—that because of this the stabilization 
of capitalism can become durable, that capitalism can 
recover its pre-war stability. On the contrary, out of 
its very stabilization, out of the fact that production 
expands, that commerce develops, that technical pro¬ 
gress and productive capacity increase, while the world 
market, the limits of this market and the spheres of 
influence of individual imperialist groups remain more 
or less stationary—out of this the deepest and most 
acute crisis of world capitalism is growing, pregnant 
with new wars and threatening the existence of any 
stabilization Out of partial stabilization an intensi¬ 
fication of the crisis of capitalism ensues, the growing 
crisis disrupts stabilization—^this is the dialectics of 
the development of capitalism in the given historical 
period ” 

Later developments showed the absolute correctness of 
this estimate given by Stalin. Already at the end of 1929 
the “deepest and most acute crisis of world capitalism” 
had set in. This crisis upset all the fairy tales of the bour¬ 
geois and Social-Democratic apologists of capitalism, all 
the opportunist theories. This crisis showed the full cor¬ 
rectness of the estimate of the third period which was 
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given by the C.P.S.U. and the Comintern. The present 
crisis, with its development, brought about the advent of 
the end of the relative stabilization of capitalism, as was 
pointed out m the resolution of the Twelfth Plenum of the 
E.CC.I. of September 1932. 

An unwonted sharpening of class contradictions takes 
place under the conditions of the general crisis of capital- 
. ism. In the new situation the bour- 

Faspsin and geoisie, feeling the approach of its 

Social-Democracy downfall, makes use of the seveiest and 
cruellest methods of repression against the working class. 
In a number of countries the bourgeoisie, aftei repelling 
the first attacks of the working class in the very first years 
after the war, established fascist dictatorships (eg, Italy 
and Hungary). In Germany the bourgeoisie established 
a fascist dictatorship only after a number of iniei mediate 
steps, in February 1933, when the Hitler government came 
into power. 

The bourgeoisie finds it continually more difficult to 
maintain itself in power by means of the more veiled forms 
of bourgeois dictatorship. It goes over to open fascist dic¬ 
tatorship. It represses the labour movement by the bloodi¬ 
est methods. It passes over to open terror against the 
working class and its organizations. All this is clear evi¬ 
dence of the instability of capitalism, of the uncertainty 
of the bourgeoisie concerning what the morrow will bring. 

The fascist form of open dictatorship of the bourgeoisie 
is extremely characteristic of capitalism in the epoch of its 
decay and downfall. Fascism tries to create a bulwavl^ 
for the bourgeoisie against the working class. It appeals 
to the broad masses of the petty bourgeoisie, the peasantry, 
office employees and clerks, small businessmen, and the 
intelligentsia. It penetrates into the more backward ele¬ 
ments of the working class. It widely mobilizes all the 
declassed elements It conducts its frantic defence of cap¬ 
italism, at least at first, under the mask of anti-capitalist 
agitation. The hazy demagogy against capitalism serves 
fascism as a decoy to catch adherents from among the dis¬ 
inherited but politically backward sections of the petty 
bourgeoisie. 

“The principal aim of fascism is to destroy the rev 
olutionary labour vanguard, t.e., the Communist sec¬ 
tions and leading units of the proletariat. The com¬ 
bination of social demagogy, corruption and active 
White terror, in conjunction with extreme imperialist 
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aggression in the sphere of foreign politics, are the 
characteristic features of fascism. In periods of acute 
crisis for the bourgeoisie, fascism resorts to anti-cap- 
italist phraseology, but, after it has established itself 
at the helm of state, it casts aside its anti-capitalist 
rattle and discloses itself as a terrorist dictatorship 
of big capital ” * 

Under conditions of the geneial crisis of capitalism, 
Social-Democracy completes its course of treachery. The 
roots of opportunist degeneiation had deeply penetiated 
the parties of the Second International even before the 
period of war. The World War clearly exposed the com¬ 
plete treachery of international Social-Democracy to the 
interests of the working class. The social-patriots and 
social-chauvinists in each country supported the bour¬ 
geoisie of “their own fatherland” in its annexationist pol¬ 
icies After the war, Social-Democracy was the force which 
played the biggest and leading lole in suppressing the 
workers’ uprisings In all countries the Social-Democrats 
saved their “own” capitalism, not stopping at the vilest 
means of struggle against the revolutionary vanguard of 
the working class In this situation the bourgeoisie is con¬ 
tinually passing over to fascist methods of clictatoiship. 
To the Social-Democrats, as to the fascists, the most dan¬ 
gerous enemy is the i evolutionary proletariat. When in 
p6wer the Social-Democrats employ the methods character¬ 
istic of fascism more and moie in their struggle against 
the revoliitionaiy foices of the proletariat. At the same 
time, Social-Democracy clears the way for the fascist ad¬ 
vent to pow er. This w^as most clearly seen in Germany. 

“The principal function of Social-Democracy at the 
present time is to disrupt the essential militant unity 
of the proletariat in its struggle against imperialism. 
In splitting and disrupting the united front of the pro¬ 
letarian struggle against capital, Social-Democracy 
serves as the mainstay of imperialism in the working 
class ” ** 

Anxious to save the bankrupt capitalist system, the 
bourgeoisie goes from one method of struggle against the 
revolutionary proletariat to another. Now it rules by means 
of an open fascist dictatorship, now it prefers to back 
Social-Democracy which has had such tremendous experi¬ 
ence in duping and betraying the working class. 

* Programme of the Commumtt International, p. 19 
•* Ihid , p 18 
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“Fascism is the militant organization of the bour¬ 
geoisie, relying on the active support of Social-Democ- 
ray. Objectively, Social-Democracy is a moderate wing 
of fascism. There is no basis for the supposition that 
a militant organization of the bourgeoisie could achieve 
decisive success in battles or in the administration of 
the country without the active support of Social-Democ¬ 
racy. There is just as little foundation for the idea that 
Social-Democracy could achieve decisive successes in 
battles or in the administration of the country with¬ 
out the active support of the militant organization of 
the bourgeoisie These oiganizations do not contradict 
but supplement each other They are not antipodes 
but twins ’’ * 


REVIEW QUESTIONS 

1 What were the causes of the imperialist World War’ 

2 What destruction did the World War cause’ 

3 Which country profited most from the war’ 

4 How did the relation of forces among the Powers 
change as a result of the war’ 

5 What IS the general crisis of capitalism’ 

6 What IS the distinguishing feature of tiie first period 
of the general crisis of capitalism’ 

7 Why could the stabilization of capitalism only be tem¬ 
porary, partial and shaky’ 

8 What aie the distinguishing features of the third 
period’ 

9 What are the roles of fascism and Social-Democracy. 

Stalin, On the International Situation, pp 6-7, Russian ed 



CHAPTER XI 

The Contemporary World Crisis of Capitalism 

The present crisis which has shaken the capitalist 
w’^orld for a number of yeais is distinguished by its un¬ 
precedented force. 

The economic crisis The piesent crisis developed amidst 
amidst the _ geneial cnsi't of capitalism that set 

general crisis imperialist war It broke 

o capita ism period of the decline and col¬ 

lapse of capitalism, in an cia of wais and proletarian rev¬ 
olutions 

This crisis IS distinguished from all previous capitalist 
crises by one extremely impoitant circumstance Side by 
side with the capitalist system theie now exists a land 
where socialism is being built and is tiiumphmg — the 
U.SSR The world is now' going thiough a period of 
stiuggle and contest between two systems —the system of 
moiibund capitalism and the system of triumphant social¬ 
ism. A crisis of unwonted force is shaking the capitalist 
countiies while a vast amount of construction work and 
an altogether extraordinary use in socialist economy is. 
taking place in the USSR The struggle of the two sys¬ 
tems acutely sharpens the crisis of capitalism. The exist¬ 
ence of the U S S R IS a constant reminder of the inevitable 
doom of the capitalist system The triumphant construc¬ 
tion of socialism in the U.S.S R shows the disinherited and’ 
enslaved masses of toilers in the capitalist countries the 
only road of escape fiom the reign of slavery and oppress¬ 
ion, poverty and rum 

“It means first of all, that the imperialist war and 
its aftermath have intensified the decay of capitalism 
and destroyed its equilibrium, that we are now living in 
the epoch ot wars and revolutions; that capitalism 
no longer represents the sole and (dl-emhracing system* 
of world economy; that side by side with the capitalist 
system of economy there exists the socialist system, 
w'hich IS growing, which is flourishing, which is re¬ 
sisting the capitalist system and which, by the mere 
fact of its existance, is demonstrating the rottenness 
of capitalism and shaking its foundations.” * 

The world crisis began almost simultaneously in the 

* Stalin, Lenwism, Vol II, “Political Report to the Sixteenth Con- 
gres««,” p 2f)4 
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Autumn of 1929 m two opposite places: m the backward 
•countries of Eastern and Southern Europe (Poland, Ru¬ 
mania) and in the foremost, most powerful country of con¬ 
temporary capitalism—the U.S.A, From these centres the 
•crisis spread over the entire capitalist world. 

The crisis hit the most powerful and foremost country 
of modern capitalism—the United States of America—with 
the greatest force. For several yeais all the lackeys of 
the bourgeoisie, all its learned hirelings and toadies from 
the Social-Democratic camp glorified American “prosper¬ 
ity” and assured the world that there could be no end or 
limit to this prosperity. The crisis unmercifully exposed 
and refuted these traitorous arguments. 

The present crisis came as the first post-war world 
•economic crisis It developed unei'enly in the various coun¬ 
tries. some countries experienced the crisis sooner, some 
later. The crisis hit various countries with various de¬ 
grees of force. Nevertheless, it embraced the entire cap¬ 
italist world and there is not a single capitalist country 
which it has spared Thus, regaidless of the unevenness 
with which it affected the various countries, the present 
•crisis caught all the capitalist countries in its non embrace. 

In previous epochs, before capitalism had begun to 
decline, crises appeared after comparatively long periods 
of prosperity and a rise and grow'th of the national econ¬ 
omy of capitalist countries. The present ciisis, m this 
respect, differs radically from all previous, “usual” crises. 
The present crisis was preceded by only temporary flares 
of revival in various countries 

These “booms” appeared in various countries at vari¬ 
ous times and were very short-lived. In Germany the year 
1927 was one of revival But 1928 already showed a de¬ 
cline. In Poland there was a certain revival in 1927-28; 
in Japan, in 1928 and the beginning of 1929. On the other 
hand in such countries as England and Brazil there was no 
revival whatsoever before the cnsis. In the economy of 
these countries the pre-cnsis period was one of great 
stagnation 

Describing the condition of the capitalist world during 
recent years in his report to the Seventeenth Congress of 
the Communist Party of the U.S S R., Comrade Stalin said: 

“In the economic sphere these years have been years 

of continuing world economic crisis. The crisis has 
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affected not only industry, but also agriculture as a 
whole. The crisis has not only raged in the sphere 
of production and trade, but has also swept into the 
sphere of credit and the circulation of money, and has 
overturned the established credit and currency rela¬ 
tionships between countries. 

"Formerly, there were disputes heie and there as 
to whether there was a world economic crisis or not, 
but now nobody argues about this because the exist¬ 
ence of the crisis and its devastating effects aie only 
too obvious Now the controversy centres around an¬ 
other question, mz, is there a way out of the crisis or 
not? And if there is a way out, where is it to be 
found?” * 

Like all ciises under the capitalist system, the contem¬ 
porary crisis IS one of overproduction More commodities 
have been pioduced than the market 
A crisis of ^ can absoib. 

overproduction j^^re textiles, fuel, 

manufactured articles, foodstuffs have been pioduced 
than can be bought for cash by the mam consumei— 
the mass of the people—whose income remains at a 
low level. And as the purchasing capacity of the mass 
of the people m conditions of capitalism remains at 
the lowest possible level, the capitalists leave the ‘sur¬ 
plus’ commodities, textiles, grain, etc, in store, or even 
destroy them, in order to maintain high prices They 
reduce production, dismiss their workers, and the mass 
of the people are forced to suffer privations because 
too many commodities have been produced ” * 

A crisis of overproduction means a lack of sales, the 
contraction of markets, the closing of factories and plants, 
a curtailment of production. Tremendous, quantities of 
commodities cannot he soM This leads to an accumuIaHon 
of reserves of all kinds Tremendous stores of raw mat¬ 
erial, industrial goods and agricultural products aie ac¬ 
cumulated. These stores exert pressure on the market In 
order to maintain prices, a considerable part of these stores 
of goods are destroyed by the capitalists. For this pur¬ 
pose also, production is curtailed. By means of these mea¬ 
sures the capitalists maintain the prices of some commod- 

• Stalin, Report on the Work of the Central Committee of the 
C.P.S.U. (Seventeenth Party Congress), p 7. 

Stalin, Leninism, Vol II, “Political Report to the Sixteenth Con¬ 
gress,” p. 248. 



252 POLITICAL ECONOMY—A BEGINNER’S COURSE 

ities at a comparatively high level for a short time, but 
the force of the crisis pi oves stronger than all the measures 
they adopt. The curtailment of sales, the contraction of 
markets, the accumulation of reserves of commodities in¬ 
evitably lead to a decline in puces. Under contemporary 
monopoly capitalism the more powerful monopoly corpora¬ 
tions do all in their power to maintain high prices on 
their commodities. Hence, there is a great lack of uni¬ 
formity in the decline of prices While the more powerful 
trusts and cartels maintain fairly high prices on their 
commodities, prices of all other commodities fall rapidly 

The lack of sales, the accumulation of reserves and the 
decline in prices lead to a curtailment of production. The 
decline in production has a number of serious consequences. 
The army of unemployed grows catastrophically. There is 
a piogressive under-employment of the working capacity of 
eiitei prises As a result the cost of production rises, while 
the sales prices of commodities sink The weaker links 
of capitalist economy snap. Bankruptcies multiply. A 
credit and financial crisis breaks out. 

The capitalists throw millions of workers out onto the 
streets The unemployed aie deprived of all means of sub¬ 
sistence or, at best, receive a beggarly dole. Those who 
remain at work receive greatly reduced wages The earn¬ 
ings of the workers become continually smaller. But this 
only results in further lowering the purchasing power of 
the masses of workers At the same time the agricultural 
crisis cuts down the incomes of the agricultural population. 
The peasant masses are ruined. 

The contraction of the internal market compels the 
capitalists to conduct a frantic struggle for foreign mar¬ 
kets But foreign markets mean either other industrial 
capitalist countries, or colonial and semi-colonial agrarian 
countries. The bourgeoisie of every industrial country 
tries to fence in its own market from the encroachments of 
foreign competition With this end in view, high tariffs, 
outright embargoes on the import of certain commodities, 
etc, are introduced, and the markets of the colonial and 
semi-colonial agrarian countries are ruined and drastically 
contracted because of the devastating effects of the ag¬ 
rarian crisis and the growth of colonial oppression and ex¬ 
ploitation All this leads to a catastrophic decline in for¬ 
eign trade, to an extreme sharpening of the struggle for 
markets, to an enormous growth of the contradictions in 
the capitalist world. 
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There have been many crises in the history of capital¬ 
ism, but never before has there been a crisis of such depth 
A and acuteness. In scale, force and pro- 
The most prrfound the extent to which it has 

affected all phases of capitalist econ- 
ot all crises omy, the present crisis far exceeds all • 


previous crises. 

“The present economic crisis in capitalist countries 
differs from all analogous crises, among other things, 
by the fact that it is the longest and most protracted 
crisis. Formerly, crises lasted one or two years, the 
present crisis, however, is now in its fifth year and 
from year to year has devastated the economy of cap¬ 
italist countries and has wasted the fat it accumulated 
in previous years. It is not surprising that this crisis 
IS the severest of all crises.” * 

All the basic indices evidence of this and chaiacterize 
the depth and acuteness of the crisis According to the 
basic indices showing the decline of production, the extent 
of unemployment and wage reductions, the fall in puces 
of commodities, the decline in foreign trade, the drop in 
stock market quotations, etc, the present crisis far exceeds 
all the previous crises that have taken place in the history 
of capitalism. 

The following table gives the index numbers of the 
present ciisia in comparison with previous ones, in per¬ 
centages of decline: 


Years of 

World Pro- 

Building 

World 

Stock Puces 

Decline 

Crises 

duction of Industry Foreign 
Pig Iron of the Trade 

USA 

in World 
France Prices of 

1873-74 

89 

U S 4. 

5 

30 


Com modities 
20 2 

1883-85 

10 0 

— 

1 

29 

— 

20 4 

1890-92 

6 5 

— 

1 

— 

21 

_ 

1907-08 

23.0 

20 0 

7 

37 

5 

0.8 

1920-21 

43 5 

110 

— 

41 

25 

21.0 

1929-32 

66 8 

85.2 

60 

75 

50 

47 0 


The decline in production during the present crisis 
reached proportions unequalled in the history of crises 
since the beginning of the existence of capitalism. During 
previous crises a decline in production amounting to 10-15 
per cent was considered tremendous. In the present crisis 

* Stalin, Report on the Work of the Central Committee of the 
C.P.S U , (Seventeenth Party Congress ), p 9 



254 POLITICAL ECONOMY—A BEGINNER’S COURSE 

the curtailment in the production of the capitalist world 
as a whole i cached enormous proportions—a decline of 
from one-third to two-fifths; and in certain of the most im¬ 
portant countries pioduction declined to half. 

Such an unprecedented decline in production sets the 
capitalist countries back consideiably. 

Exceedingly significant are the figures for individual 
blanches of industry in capitalist countiies The following 
table shows the year in the past in which production was 
equivalent to that of 1932 when the lowest point of the 
crisis was reached 


Country 

Coal 

Pig Iron 

Steel 

Consumption 
of Cotton 
1898 

U.S A. 

1906 

1898 

1905 

England 

1900 

1860 

1897 

1872 

Geimany 

1899 

1891 

1895 

1889 


Thus, the basic industries in capitalist countries have 
been thrown back twenty-five to foi-^y years. 

The unprecedented decline of pr^uction is intimately 
bound up with colossal unemployment In extent of un¬ 
employment the piesent crisis has by tar exceeded all pre¬ 
vious crises It is sufficient to point out that in the crisis 
of 1921, when unemployment reached what was then con- 
sideied colossal proportions, the numbei of unemployed 
was about 10,000,000 whereas duiing the piesent ciisis the 
number of unemployed in the most important capitalist 
countries was 40-50,000,000 people. 

What are the causes for such a long and piotracted 
chaiacter of the crisis, foi its unusual extent and acute¬ 
ness*' In his report to the Seventeenth Congress of the 
Communist Party of the Soviet Union, Comrade Stalin thus 
analysed these causes: 

“It is to be explained, first of all, by the fact that the 
industrial crisis affected every capitalist country with¬ 
out exception and made it difficult for some countries 
to manoeuvre at the expense of others. 

“Secondly, it is to be explained by the fact that the 
industrial crisis became interwoven with the agrarian 
crisis which affected all the agrarian and semi-agrari¬ 
an countries without exception, and this could not but 
make the industrial crisis more complicated and pro¬ 
found. 

“Thirdly, it is to be explained by the fact that the 
agrarian crisis became more acute in this period and 
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affected all branches of agiiculture including cattle 
raising, degrading it to the level of passing from ma¬ 
chine labour to hand labour, to the substitution of the 
horse for the tractor, to the sharp decline, diminution 
m the use of and sometimes to the complete abandon¬ 
ment of aitificial fertilizers, which caused the industrial 
ciisis to become still moie protracted. 

“P^ouithly, it is to be explained by the fact that the 
monopolist cartels which dominate industry strive to 
maintain the high prices of goods, and this circum¬ 
stance makes the crisis particularly painful and hin¬ 
ders the absorption of stocks of commodities. 

“Lastly, and what is most important, it is to be ex¬ 
plained by the fact that the industrial crisis broke out 
amidst the conditions of the genet al crisis of capitalism, 
when capitalism np longei has, nor can have, either in 
the home states or in the colonial and dependent coun¬ 
tries the strength and stability it had before the war 
and the October Revolution, when mdustiy m the cap¬ 
italist countiies is suffering from the heritage it re¬ 
ceived from the imperialist war in the shape of the 
chronic working of enter puses under capacity, and an 
army of unemployed numbering millions from which 
it IS no longer able to release itself. 

“Such aie the ciicumstances which determine the ex¬ 
tremely protracted character of the piesent industrial 
crisis “ * 

The crisis of o\ei production leads to a colossal decline 
in production in all fields of economy Beginning with 
j the autumn of 1929 a stoppage and a 

e cut tailment of ptoduction, hitheito un- 

in production precedented, has been taking place in 
capitalist countries. 

While there is a considerable increase of production in 
the U.S S.R. every year, the capitalist world, caught in 
the iron vice of the crisis, curtails production to an unpre¬ 
cedented degree. 

Here is a table, compiled on the basis of official data, 
showing the trend of the volume of production in the 
U.S.S.R. and in capitalist countries (given by Comrade 
Stalin in his report to the Seventeenth Partv Congress of 
the C.P.S.U. ) 
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VOLUME OF INDUSTRIAL PRODUCTION 
(Peicentage of 1929) 



1929 

1930 

1931 

1932 

1933 

U.S.S.R. 

100 

129.7 

161.9 

184.7 

201.6 

US.A. 

100 

80.7 

68.1 

53.8 

64.9 

England 

100 

92.4 

83.8 

83.8 

86.1 

Germany 

100 

88.3 

71.7 

59 8 

66.8 

France 

100 

100 7 

89.2 

69 1 

77.4 


This table is very significant 

It shows, first of all, that industrial production in the 
biggest capitalist countries suffered an extraordmaiy re¬ 
duction, while industrial pioduction in the Soviet Union 
more than doubled. 

It shows, in the second place, that the lowest point of 
the decline in industrial production in capitalist countries 
was reached in 1932, when the volume of production dimin¬ 
ished by fully one-third Only in 1933 did the industries 
■ of the capitalist countries begin to pick up; production, 
however, even in 1933 was almost one-fourth lower than in 
the pre-crisis year of 1929. 

It shows, thirdly, that the crisis did not affect all coun¬ 
tries with equal force and that its effects in various coun¬ 
tries differ greatly 

It should be borne in mind, hoivever, that the situations 
' of the various countries at the beginning of the crisis were 
also different. From the table it might appear that Eng¬ 
land is in the most favourable position. But this is really 
not so. If we compare the piesent level of these countries 
with their pre-war level, this becomes quite evident Here 
IS a table showing this: 

VOLUME OF INDUSTRIAL PRODUCTION 
(Percentage of pre-war level) 



1913 

1929 

1930 

1931 

1932 

1933 

U.S S.R. 

100 

194 3 

2521 

314.7 

359 0 

391 9 

U.S.A. 

100 

170.2 

137 3 

115.9 

914 

110 2 

England 

100 

99.1 

91.5 

83.0 

82.5 

85 2 

•Germany 

100 

113 0 

99 8 

81.0 

67 6 

75.4 

France 

100 

139.0 

140.0 

124.0 

96 1 

107.6 


From this table it is plain that the industries of Eng¬ 
land and Germany are below' their pre-war level. The 
industries of the U.S A , which in 1929 had reached 170 
per cent of its pre-war volume of production, now 
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exceed the pre-war level by only 10 per cent. At the 
same time the industries of the Soviet Union have increased 
practically fourfold compared with the pre-war output of 
the industries of tsarist Russia. 

The catastrophic decline of production in capitalist 
countries signifies an unpiecedented waste of productive 
forces. 

The production apparatus created by the sweat and 
blood of the toiling masses is utilized to an extremely small 
degree. A considerable portion of the blast furnaces, 
open hearths, mines, machine-building plants and textile 
mills is not utilized. Enterprises equipped according to 
the last word in engineering stand idle. Tremendous means 
invested in these enterpiises aie wasted; the plants them¬ 
selves go to pieces as they are not used or attended to. 
The ovei whelming maiority of enterprises work at only 
part capacity The considerable under-employment of the 
working capacity of enterprises is one of the clearest ex¬ 
pressions of the geneial crisis of the capitalist system. 

Thus, lor instance, in the United States, the chionic 
utilization of plants below capacity expressed itself m the 
fact that even up to the beginning of the crisis m 1929 
coal mines weie woiked only to 68 per cent of their cap¬ 
acity, oil wells to 67 pel cent, oil rehneries to 76 per cent, 
non smelters to 60-80 per cent, automobile plants to not 
moie than 50 per cent, machine-building plants to 55 per 
cent, textile mills to 72 per cent, and in some branches 
e\en less—as in the polygraphic industry to 50 per cent, 
111 the flour-milhng industry to 40 per cent and in the wool¬ 
len mills to 36 per cent. Thus the basic industries, even 
before the crisis, could not utilize their enormous produc¬ 
tion capacity in full The under-employment of the work¬ 
ing capacity of the enterprises increased enormously as 
a result of the crisis and the decline in production. 

Only 1.3 per cent of the equipment of steel mills and only 
11 per cent of the machinery used m the manufacture of 
automobiles were still in opei’ation in the U.S A. m October 
1932. In Germany the entire industry worked at 36 per 
cent of capacity in December 1932, in heavy industry the 
percentage was even smaller. 

In the United States 60 blast furnaces were reduced to 
scrap in 4 yeais In 1931, 12 open-hearth steel furnaces 
with a total capacity of 710,000 tons of steel and 13 rolling 
mills were torn down. In Germanv 23 blast furnaces and 
38 open-hearth furnaces were destroyed. 
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In bourgeois newspapers one can find dozens of descrip¬ 
tions of tremendous machinery “cemetaiies” that have 
sprung up m all capitalist countries. Plants and ware¬ 
houses wuth boarded up doois, pow^erful cranes standing 
in dusty neglect, abandoned, railioad branch lines over- 
giow^n with grass, w’hole fleets of freight and passenger 
steamships, foiests of dead factory chimneys extend foi 
miles in the industrial legions of the richest capitalist 
countries. 


The curtailment of production in industry and agiicul- 
ture and the i eduction in transpoitation involve a le- 
duction in the total values pioduced an- 
The decline in the nually m the capitalist countries. This 
national income means that the national income declines 
and reduction in capitalist countries 

na lona wealth jg national in¬ 

come which declines in the capitalist countries under the 
influence of the ciisis Factoiies that aie standing idle go 
to wiack and rum Houses that aie not repaiied become 
uninhabitable Fields that he uncultivated become over¬ 


run with weeds Foi lack of use and caie machinery rusts 
and becomes useless Tiemendous quantities of goods 
that cannot be sold aie destroyed in various ways A wan¬ 
ton ivaste and desfiuction of w'ealth, accumulated by scores 
of years of persistent toil, take place in most diveise forms. 
An extraordinary squandeiinq of pioductive foices, accu¬ 
mulated by the toil of many generations, ensues 


The sum total of values in any countiv—plants, fac¬ 
tories, buildings, machmeiy, equipment, manufactuied 
goods and raw material—is usually called the national 
wealth of that country. It is self-evident that in capitalist 
countries this wealth is not at all in the hands of the na¬ 
tion On the contrary, under capitalism it is concentrated 
m the hands of a small group of exploiters and parasites, 
just as the preponderating part of the national income in 
capitalist countries does not at all go to the nation’s masses 
but to the minority of drones. 

Here is a table showing the decline in the national wealth 
and national income of the most important capitalist coun¬ 
tries for the first two years of the crisis (in billions of 
dollars)-: 
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National Wealth 

National Income 

Country 

1929 

1931 

1929 

1931 

U.S A. 

400 

240 

90 0 

54.0 

England 

115 

69 

19.0 

114 

Geimany 

80 

48 

15.5 

9.3 

France 

68 

51 

90 

67 

Italy 

30 

18 

5.0 

3.0 


These figuies show that foi two years of the crisis 
five of the most important capitalist countries lost almost 
40 per cent of their national wealth ($267,000,000,000 out 
of $693,000,000,000 at the beginning of the crisis). Their 
national income also fell from $137,500,000,000 a year to 
$84,400,000,000 a year, that is, also about 40 per cent 

These figures give a universal pictuie of the unpre¬ 
cedented devastation wrought by the crisis in the capitalist 
world These figures clearly illustrate the senselessness, 
the criminality of the capitalist system which blindly de¬ 
stroys untold wealth while condemning tens and hundreds 
of millions of people to hunger and death 

The piesent crisis has far exceeded previous crises in 
the extent of the decline of the national income and the 


destiuction of national wealth For comparison it is suf¬ 
ficient to point out that in the 1901 crisis the national in¬ 
come of Germany fell 6 per cent; the 1907 crisis reduced 
the national income of Germany 4 per cent, and the national 
income of England 5 per cent. 

The entire weight of the world crisis of capitalism fell 
on the working class The crisis brought about an unpre¬ 


cedented aggravation of the conditions 
Unemployment aniiQf working class, an extraordinary 
the eonditions of increase in the unemployment and ex- 
the working cl.» pi„,tat,on of the proletariat. 


The universal crisis of capitalism which started with 


the World War called forth a considerable increase in un¬ 


employment. After the war, unemployment in the princi¬ 
pal capitalist countries reached enormous proportions. The 
industrial reserve army, which formerly disappeared in 
times of prosperity, has become a permanent army of un¬ 
employed since the war. The size of this army of perman¬ 
ently unemployed was quite large even before the begin¬ 
ning of the present crisis Thus in England the number 
of unemployed since 1920 has never been below a million. 
Unemployment increased with the wave of capitalist ra- 
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tionalization that spread in the years from 1925 to 1927. 
Because of the increase in the intensity of labour the cap¬ 
italists achieve “economies” in labour power. Hundieds of 
thousands of workers prove “superfluous” for this reason. 

In June 1927 the percentage of unemployed in Eng¬ 
land amounted to 8.8 per cent and in February 1929 it was 
already 12.2 per cent; in Germany for the same pei lod 6 3 
per cent and 22.3 per cent or 2,622,000 were unemployed; 
in the U S.A in 1927 there were 2,100,000 unemployed, 
and at the end of 1928 and beginning of 1929 there were 
3,400,000 unemployed. 

The crisis which began in 1929 brought about a colossal 
increase in unemployment. The curtailment of pioduc- 
tion threw millions of workers out of emplovment Under 
pressure of the crisis a further intensification of labour 
was inaugurated and the exploitation of those woi kers who 
remained at work was increased. 

In the period of the present crisis unemployment i each- 
ed proportions never before experienced in the entire his¬ 
tory of capitalism According to the most conseivative 
estimates the number of unemployed in the maior capitalist 
countries was 45,000,000 people. If we take the families 
into consideration this constitutes the entire population of 
a country like the USA. To this number must be added 
the tremendous number of workers who are only employed 
part time, that is, who work one to two days a week. 
Finally, these figures do not include the vast masses of toil¬ 
ers in the colonial countries whom the crisis depiued of 
their last piece of bread. For the period of the crisis world 
unemployment increased four to five times, and in a num¬ 
ber of countries even more. 

It must be kept in mind that the most important cap¬ 
italist countries have no really adequate or reliable statis¬ 
tics on unemployment Usually the statistical data gieatly 
underestimate. 

In a country like the U.S A there aie no official data 
on unemployment. But even bourgeois newspapers cannot 
hide the fact that at the very lowest point of the crisis 
there were approixmately 17,000,000 unemployed in the 
U.S.A. This amounts to about half the working class in 
this richest of industrial countries. In England there are 
some' data on the number of unemployed from the social 
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insuiance lists. These lists show about 3,000,000 unem¬ 
ployed But during the years of the crisis several hundred 
thousand workers were removed from the social insurance 
list. Hundieds of thousands received no social insurance. 
In Germany the official data on unemployment very much 
underestimate the actual situation, particularly since the 
Hitler fascist regime came into power; nevertheless, the 
number of unemployed there, even according to official 
data, IS not less than 5,000,000 

At the present time it is raie to find a worker’s family 
in a capitalist country in which the head of the family or 
at least the children or some membei of the family is not 
unemployed This means that the meagre wage of the 
one who is working must feed a greater number of mouths. 
It means that the one who is working cannot be sure of 
the moiiow, cannot be at ease as to his fate, since the threat 
of losing his lob is always over him 

Capital conducts a desperate onslaught on the miserable 
dole that is handed out to the unemployed m capitalist 
couiiti les On the pretext of “economy” in government ex¬ 
penses the aid rendered the unemployed is greatly reduced. 
In such countries as France and the U.S.A. there is no 
social insurance against unemployment and the unemployed 
must die of starvation or apply to private charity. But 
even in those countries where unemployment insurance 
does exist there is a desperate attack on the unemployment 
dole In Germany and England the dole has been cut 
down considerably. In addition, part of the unemployed 
have been deprived of the dole altogether 

Under the conditions of the crisis the bourgeoisie con¬ 
ducts an attack against the standard of living of the 
working class In all countries the degree of exploitation 
of those workers who were still employed increased enorm¬ 
ously In a number of cases the working day was length¬ 
ened The intensity of labour grew. Those who were 
partially employed were paid exceedingly low wages Work¬ 
ing conditions were aggravated in every way 

The bourgeoisie makes use of the crisis conditions for 
an organized attack on the wages of the workers. During 
the crisis a reduction in wages was effected in all capit¬ 
alist countries, in every branch of the national economy 
During the years of the crisis the amount of money 
paid out in wages to the working class as a whole decreased 
consideiablv In the U.S A the amount paid out in wages 
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m 1932 was only 33 per cent ot what it formerly was. 
The wages of the working class in Germany fell off 26,000,- 
000,000 marks for three years of the crisis. During the 
same period the wages fund in the U.S.S.R., the land of 
socialism, increased from 8,000,000,000 to 30,000,000,000 
roubles. 

A certain German economist has investigated how the 
level of the real wages of workers in the principal capital¬ 
ist countries has changed m the past ten years On the 
basis of his investigation he came to the following con¬ 
clusion : 

“If we compare the level of real wages at present 
with that of previous decades we find the following- 
in Germany and the U.SA. the level of real wages is 
lower than it has ever been for the last half century; 
in England real wages are at the same level as they 
were at the end of the nineteenth and the beginning of 
the twentieth centuries.” 

Data from various countries prove this. 

Germany. The level of real wages for the latest period 
has been continually reduced. Thus, taking 1913-14 as 
100, we get the following index numbers (in 1928 the level 
of real wages as a result of slow increases was 100, but 
the years following show a continuous decline) • 


1925 

98 

1928 

100 

1930 

89 

1931 

79 

1932 

64 


In 1933 there was a further reduction in the standard 
of living of the German working class. 

The conditions of the unemployed are even worse. Not 
to speak of the great number of unemployed who were 
altogether deprived of government aid mainly for political 
reasons, the fascist administration has reduced the dole 
of all others. 

England. The average wages of English workers were 
(taking 1895-1903 as 100) 98 in 1927, 97 in 1929, 94 in 
1932. 

In the U.S.A. the wages of the working class as a whole, 
rising from 1922, reached their highest point in 1929. Tak¬ 
ing 1898-1908 as 100, in 1929 they were 125. But at this 
point a sharp decline began to pull the standard of living 
down to the level of years ago. In 1930 the index number 
fell to 105, in 1931 to 91, in 1932 to 71. 



THE CONTEMPORARY WORLD CRISIS OF CAPITALISM 263 

Unemployed raking about in garbage cans for some¬ 
thing to eat, forming endless queues at the doors of charity 
soup kitchens—this is a common picture in any capitalist 
city now. Tramping the highways has become common in 
the U.S.A. Hordes of people, in entire families, including 
their children and their whole miserable household, can 
often be met on the highways I'oammg about in a vain 
search for work. An investigation conducted by some 
chanty organization pointed out that in the U.S.A. over a 
million and a half unemployed thus wander over the high¬ 
ways. 

Hunger drives people to desperation. The number of 
suicides all over the capitalist world is continually increas¬ 
ing. In Berlin alone an average of sixty people daily com¬ 
mit suicide because of starvation. 

The so-called help for the unemployed becomes a means 
of compulsion to slaveiy, of foiced hard labour. Forced 
labour for the unemployed is very much m vogue now in 
many capitalist countries At the threat of being deprived 
of all assistance, the unemployed are driven to so-called 
“public works’’ (these are mostly either unskilled labour 
requirements of some big landlords or some kind of mili¬ 
tary construction), concentiated in various camps and set¬ 
tlements where prison discipline prevails. The pay for 
this woik, taken a^\ay from industrial or agricultural 
workeis, is also prison pay. The fascist government of 
Germany is huiriedly building such forced labour camps 
for the unemployed youth This example is most tempt¬ 
ing to the other capitalist countries which a few years 
ago raised such a self-righteous hue and cry about “forced 
labour” in the Soviet Union where labour has reallv be¬ 
come “a matter of honour, a matter of glory, a matter of 
valour and heroism.” 

The attacks of capital against the vital interests of 
the workers call forth resistance on the part of broad sec¬ 
tions of the proletariat. A wave of strikes sweeps over 
the capitalist countries. Under conditions of the present 
crisis these strike struggles are distinguished by a special 
pertinacity. They help the workers to understand the real 
situation. They show up clearly who is their friend and 
who their enemy. Under the conditions of the crisis, 
strikes soon assume the character of a challenge to the 
bourgeois order which criminally condemns millions of 
people to hopeless misery. 
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The special acuteness and depth of this ciisis aie the 
result of the fact that both industrial and agiaiian coun- 
_ , • e tries, both industry and agriculture in 

Interweaving of capitalist countries have been affected 
the indptnal and present crisis has shaip- 

agricultural crises exposed all the fundamental 

contradictions of the capitalist system, including the con¬ 
tradiction between industry and agriculture 

“In the course of development of the economic crisis, 
the industrial crisis in the chief capitalist countries 
has not simply coincided, but has become intenvoven 
with the agricultuial crisis in the agraiian countries, 
aggravating the difficulties and piedetermining the in¬ 
evitability of a general decline in economic activity.” * 
The industrial crisis leads to an unpi eccdented growth 
in unemployment, to the extieme impoverishment of the 
toiling masses The poveitv of the masses means a cur¬ 
tailment in the sales of agiicultuial pioducts In addition 
to this the curtailment in production also means a curtail¬ 
ment in the demand foi agricultuial raw material cotton, 
wool, etc. In its tuin, the agricultuial ciisis, in luining 
the masses of the peasantry, deprives them of the ability 
to purchase industrial commodities, thus contracting the 
sales market foi industry 

The agricultural crisis is a glaring instance of the 
inability of capitalism to manage the modern development 
of productive forces. Modern engineering makes it poss¬ 
ible to use entirely new methods of labour, opens up op¬ 
portunities foi mechanization which means a colossal in¬ 
crease in productivity The limits of capitalism are, 
howevei, too narrow for modern technical achievements. 
Sharpening the contrast between city and village, capital¬ 
ism dooms the village to stagnation and decline. Capitalist 
relationships are a stumbling block to the further develop¬ 
ment of agriculture 

The decline and stagnation of agriculture in capitalist 
countries is revealed particularly glaringly when compared 
with the USSR. While the area under cultivation in 
the Soviet Union increased in only the one year of 1931 by 
about ten million hectares, the area under cultivation for 
gram in all capitalist countries has increased in the past 
twenty years by only thirty million hectares. The World 


* Stahn, Lemnism, Vol II, “Political Report to the Sixteenth Con¬ 
gress,” p 254 
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War evoked a profound crisis m the agriculture of capit¬ 
alist countries. The pauperization of the masses of the 
peasantry and the cuitailment of production in a number 
ot countries were results ot this crisis The present crisis, 
in which the industiial and agricultural crises are inter-- 
wo\en, IS fatal to the existence of tens of millions of 
taimeis. 

Giving use to an unpiecedented impoverishment of the* 
pioletaiiat and the toiling masses in general, the crisis 
diastically cuts down the demand for agricultural products 
and contiacts the sales market for these products to its 
smallest possible limits This extreme contraction of the- 
niaiket results in the accumulation of tremendous reserves 
of agricultural products and a catastrophic decline in 
p) ices. The accumulation of reserves, the decrease in sales 
and the decline in puces in then turn bring about a restric¬ 
tion of production in agriculture 

Warehouses and gram elevatois in capitalist countries 
aie filled with leserves of agricultuial products. The lead- 
eis of the bourgeoisie see only one way of getting rid of 
this abundance—to bum, allow to rot, throw into the sea. 
and destioy these reserves, but mainly to reduce the area 
under cultivation in order to compel agriculture to produce 
less Mountains of wheat and maize were allowed to rot or 
were burned, rivers of milk were poured out, m Germany 
giain was treated with a special chemical which made it 
unfit for human consumption, so that it could be fed only to< 
cattle 

Prices of agricultural commodities have fallen sharply 
dining the crisis. For instance, the wholesale price of' 
u'heat on the world market declined 70 per cent, cotton, 
sugar, coffee and wool became half price It would seem 
that the city consumers, the masses of the population,, 
should gam by this In practice, however, this is not so. 
Before the commodity reaches the ultimate consumer it 
passes through the hands of dozens of middlemen, whole¬ 
salers, who are united into big monopolies that do not let 
the retail prices drop. Retail prices m most capital coun¬ 
tries did not decline much during the years of the crisis 
and m some countries they even rose (Germany, for in¬ 
stance). But the farmer, the mass of the toiling peasantry, 
has to deal with the wholesaler and sell his products at 
extremely low prices which often do not cover his expenses 
on seed and equipment, not to speak of the labour he has 
expended 
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The farmer has to pay taxes to the government, rent 
to the landlord, interest on bank loans, just as before and 
even in greater amounts. The payments in interest on 
loans and taxes take the lion’s share of what the poor and 
middle farmer realize on the market. The farm and all 
the farmer’s household goods are sold at auction foi debts 
and taxes. Hundreds and thousands of farms have thus 
been lost by the poor and middle farmers not only in Europe 
but also in the U.S.A., the land to which the capitalists 
have always pointed as the paiagon of the well-doing and 
thriving of agriculture under capitalism. Such unprece¬ 
dented rum gives rise to a growing resistance on the part 
of the toiling farmers against the pressure of capital, 
landlord and bank The farmers strive to unite, organize 
against the sale of their goods at auction, lefusing to buy 
the property. There have been cases in America where the 
farmers of a district have gathered m an organized tashion 
at auction sales of ruined farmers and kept the bid down 
to one dollar for the entire property. In this wav, the 
representatives of the banks were compelled to call off the 
auction and prolong the term of debt payments. 

Abandoning their farms the ruined peasants swell the 
armies of beggars that crowd the highways The condi¬ 
tions of the hired farm hands in capitalist countries are 
/even worse. In both Europe and America it has become 
a common thing for landlords and rich exploiting farmers 
who hire farm hands to refuse to pay in money for the 
labour power For a handful of gram, a peck of half-rotten 
potatoes they can get an unemployed worker from the city 
to do the same work. The bourgeois scribblers shout about 
returning to the land. Special societies are formed for 
the organization of so-called “settlements” for the unem¬ 
ployed. But this only means that there is an increase m 
the number of petty farms which without equipment can 
hardly raise enough to feed the workers who spend their 
hopeless days and nights m working on them. The crisis 
of capitalist agriculture clearly shows the hopelessness of 
the situation of small-scale production under capitalism. 

The poor and middle farmers sutler most from the 
blows of the agrarian crisis. The crisis leads to the im¬ 
poverishment of the broad masses of farmers. 'The crisis 
iipeeds up the differentiation among the farmers, the trans¬ 
ition of many of them into the ranks of the proletariat. 
The burdens which the peasantry have to bear in capitalist 
countries under the influence of the crisis are especially 



THE CONTEMPORARY WORLD CRISIS OF CAPITALISM 267 


unbearable. Taxes, rent, interest on debts and all other 
charges—all this presses most heavily on the great masses 
of the peasantry under conditions of the crisis. 

The agrarian crisis causes a curtailment in the pro- 
<luction of agricultural products. Bourgeois governments 
in a number of countries frankly advise curtailment of 
production declaring that this, in their opinion, is the only 
way to alleviate the agrarian crisis. The curtailment of 
production in agriculture, as in industry, involves a tre¬ 
mendous destruction of productive forces. Wheat and 
maize fields stand bare and unsown, cotton, rubber and 
coffee plantations remain unattended or are altogether 
cleared. And this at a time when millions of people are 
starving, have no roofs over their heads and lack even the 
most necessaiy clothing 

The agiaiian ciisis and the luin of the masses of the 
peasants brought about a decline in agriculture. The sale 
of agricultural machinery and artificial fertilizers has fall¬ 
en off catastrophically In the foiemost capitalist countries 
the use of tractors, sowers and harvesters has been cur¬ 
tailed. The crisis brought about the degradation and rum 
of agriculture in the capitalist world. 


One of the most important distinguishing characteris¬ 
tics of the contemporaiy crisis is its development on the 
Thp oriQis anA monopoly capitalism. 

monoDoSL ” “Present-day capitalism, as distm- 

^ guished from older capitalism, is mon¬ 

opolistic capitalism, and this inevitably gives rise to the 
stiuggle between the capitalist combines to maintain 
high monopolist prices of commodities in spite of over¬ 
production Obviously, this circumstance, which makes 
the crisis particularly painful and ruinous for the mass 
of the people, who are the basic consumers of com¬ 
modities, cannot but lead to the dragging out of the 
crisis, cannot but retard its dissipation.” * 


For many years the lackeys of the bourgeoisie claimed 
that the growth of monopolies indicates a transition to 
organized capitalism The apologists of capital told fairy 
tales about crises being things of the past for monopoly 
capitalism. The present crisis revealed the absolute falsity 
of these inventions Actually, the monopolistic nature of 


Ibid., p 254. 
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modem capitalism has led to an extieme shatpening of the 
crisis, to its deepening and proti action 

The lords of monopoly tried, first of all, to shift the 
entile burden of the crisis onto the shoulders of the broad 
masses of consumers, attempting to maintain inflated 
prices even undei conditions of overproduction. And ac¬ 
tually, irrespective of overpioduction, prices on a host of 
products of monopolized branches of industry fell much 
moie slowly than prices of commodities produced by othei 
blanches. 

Germany Austria Poland 



(192G—100) 

(1923-31—100) 

(1928- 

-100) 

Years 

Cartel 

F'lee 

Cartel 

Free 

Cartel 

Free 


Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

1928 

102.1 

106.8 

_ 

_ 

— 

— 

1929 

105 0 

97.4 

99 

100 

107.7 

93 6 

1930 

103 1 

79 7 

96 

87 

108.9 

80.^ 

1931 

93 6 

60 8 

91 

76 

107.8 

63.8 

1932 

83.9 

47.5 

93 

73 

106.1 

52.5 

1933 

83 9 

48.3 

94 

73 

94.8 

48 8 


In a number of cases the piessuie of the crisis never¬ 
theless proves stronger than monopolistic ties and then 
prices drop precipitately and the monopoly itself goes to 
pieces. This is particularly true for the branches engaged 
in the production of raw material. The sharp decline in 
the demand for raw material and the accumulation of 
tiemendous reserves compel the producers ultimately to 
reduce prices considerably. In these fields the monopolists 
proved unable to maintain prices at a high level. 

All the contradictions inherent in the nature of mono¬ 
poly capitalism greatly increase under the circumstances 
of the crisis. It is perfectly clear that the trend of mono¬ 
polies towards maintaining high price levels leads to the 
sharpest kind of conflict between a few monopolies, on the 
one hand, and the entire mass of the consumers of their 
products, on the other This conflict becomes more acute 
between the monopolized branches of industry and those 
branches where monopoly is negligible Further, the con¬ 
flict between the monopolies themselves is sharpened tre¬ 
mendously. The contradictions that rend individual mon¬ 
opolies increase sharply, the struggle within separate 
monopoly organizations grows keener A number of mon- 
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opolies cannot stand the blows of the crisis and fall to 
pieces 

The following big monopoly combinations, for example, 
weie dissolved during the crisis: the International Zinc 
Caitel, the European Pig lion Cartel, the International Tin 
Cartel. The European Steel Cartel, under continual pow- 
eiful piessure, was practically compelled to sanction a 
return to free competition among its members. In Ger¬ 
many the organization of the artificial silk producers fell 
apart and the zinc cartel failed; in France the pig iron 
syndicate was dissolved, etc. 

The governments of capitalist countings give the mon¬ 
opoly associations powerful support Monopolies which 
^et into difficulties receive all kinds of subsidies and other 
help from the government tieasury. Many hundieds of 
millions of marks, dollars and francs have thus been trans¬ 
ferred fiom the lean pockets of the taxpayers to the 
coffers of private capitalists. 

The monopolistic natuie of modern capitalism leads to 
a protraction of the crisis In the epoch of free competi¬ 
tion, the general reduction of prices, the failure of the 
weaker business organizations and the curtailment of pro¬ 
duction led to a gradual dissipation of the crisis and to a 
lenewal of the cyclical movement of mdustiy With the 
pievalence of monopolies this method of the natural dis¬ 
sipation of the crisis becomes very much more difficult. 
The reign of monopolies leads to a sharpening of the crisis 
and to its further deepening. 


The Cl ISIS of o\ orproduction and the contraction of 
maikets lead to a decline in foreign trade The present 


The decline in 
foreign trade 


Cl ISIS exceeded all previous crises in 
the histoiy of capitalism with respect 
to the decline in foreign trade. 


The following table, showing the decline in foreign 


trade for 1929-31 as compared with that of previous crises. 


bears eloquent witness to this. 
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The decline in world trade weakened the economic ties 
without which capitalist economy cannot exist. Industrial 
countries greatly i educed the amount of imports of raw 
material Agrarian countries reduced the import of manu' 
factuied ai tides. This led to a still greater curtailment 
of both production and consumption by the bioad masses 
of the workers 

The decline in world trade most forcibly affected the 
biggest capitalist countries, which occupy a dominant posi- 
tion in the world market Here aie the index numbeis 
showing the i eduction in expoit and impoit of the most im- 
poitant capitalist countries (The figuies for 1929 are 
taken as 100 ) 

DECLINE IN FOREIGN TRADE OF THE MOST 
IMPORTANT IMPERIALIST COUNTRIES 



1930 

1931 

1932 


Impot t 

Export 

Import 

Export 

Iinpo? t 

Export 

USA 

70 

73 

48 

50 

30.1 

30.8 

Germany 

11 

90 

50 

73 

34 7 

42 6 

England 

86 

78 

72 

53> 

57.6 

50.1 

France 

90 

85 

72 

61 

512 

39 3 

Italy 

80 

79 

51 

66 

38.7 

45.6 


Such a decline in foreign trade leads to an unprece¬ 
dented sharpening of the struggle foi maikets The com¬ 
petitive struggle between various countiies assumes extra¬ 
ordinarily acute forms In every countiy the capitalists 
try, first of all, to ensure the internal market for them¬ 
selves, not to admit any foreign competition. Unusually 
high tariffs are introduced This unheard-of rise of pro¬ 
tectionism in all capitalist countries results in a great in- 
ciease in dumping 

The monopolistic nature of modem capitalism has put 
its stamp on the whole process of development. One of 
The credit crisis, the consequences of the monopolistic 
inflation and the character of modern capitalism is a 
struggle for ceitain peculiarity in the development 

markets of the ciedit crisis. 

In previous crises the sphere of credit was one of the 
first in which the crisis openly and stormily manifested 
itself Sales difficulties soon resulted in the crash of enter¬ 
prises which did not find it possible to sell their products? 
having ho money to meet their obligations they were com- 
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pelled to declare themselves bankrupt, i.e , unable to pay 
their debts In pie-monopoIy times the failures of enter¬ 
prises were quickly followed by the failure of the banks 
with which they were connected. At the same time, the 
bankruptcy of these enterprises led to a curtailment of 
production, eliminating the weaker enterprises from the 
market, which was thus left to the stronger and more 
adaptable ones In this way, the crisis strengthened the 
position of some groups of big capital even more, by de¬ 
stroying the small and part of the medium-sized enter- 
piises 

The monopolistic character of modem capitalism led to- 
a situation where the credit crisis openly broke out only 
111 IGol, after the crisis had already deeply affected the en¬ 
tile economic life of capitalist countries 

From the veiy beginning of the ciisis, the monopolies 
leigning in modern capitalism began to shift the losses 
caused by the crisis onto the shoulders of the non-mono- 
polized fields where entei prises of medium magnitude pre¬ 
dominated At the same time the monopolies had to re- 
stiict pioduction drastically in order to maintain a high 
level ot prices on a rapidly falling market. The restriction 
of production inevitably led to a fall in profits, to losses 
and tremendous changes in the distrtbiiUon of profits 
among the various groups of capitalists 

The Cl ISIS led to an unprecedented number of hank- 
luptcies of all kinds of enterprises 

NUMBER OF BANKRUPTCIES 



1929 

1930 

1931 

1932 

1933 

USA 

22,909 

29,355 

29,288 

31,882 

17,732 

England 

5,900 

6,287 

6,818 

7,321 

4,927 

F'rance 

6,092 

6,249 

7,220 

9,014 

8,362 

Geimany 

9,846 

15,486 

19,254 

13,966 

3,718 

Poland 

516 

815 

738 

545 
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The credit ciisis has been maturing for a long time. 
The failure of enterprises connected with banks, govern¬ 
ment budget difficulties, the decline in profits and the in¬ 
crease in losses, the fall in the prices of stock—all this 
prepared the way for an explosion of the credit crisis, 
which burst forth with extraordinary force in 1931. In¬ 
dustrial failures caused by the decline in production and 
prices, the impossibility of realizing products, the depre- 
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'Ciation of the stock in hand, etc., ine\ itably brought about 
the failure of credit institutions. Bank iailures, in their 
turn, created difficulties foi industry and resulted in new 
industrial bankruptcies. 

The credit crisis first developed in Germany and Aus¬ 
tria. As early as in the spring of 1931 the biggest bank 
in Austria, which had control of 75-80 per cent of all the 
industries of the country, crashed. This was followed by 
^ number of bankruptcies of the laigest industrial enter¬ 
prises in Germany. In June 1931 the third biggest bank 
in Germany (the Darmstadt and National Bank) and an¬ 
other big bank—the Dresden Bank—failed. From Central 
Europe the wave of the credit crisis engulfed England, 
resulting in a credit crisis in Fiance, America and othei 
capitalist countries. 

Under the blows of the crisis a numbei of the biggest 
enterprises, constituting the “pride and glory” of world 
monopoly capital, failed during the second half of 1931 
.and in 1932 The Swedish Kieuger Match Trust clashed 
Working on American capital, Kieuger wanted to seize 
the match monopoly of all countries He led a frantic cam¬ 
paign against the Soviet Union- the expoit of matches 
from the Soviet Union was an unwelcome obstacle to him. 
Kreuger shot himself on the eve of his bankruptcy After 
his death it appeared that in the last years he had held 
himself afloat by a number of forgeries and swindles by 
means of which he delayed the moment of his failuie. It 
was also revealed that very high state officials of a number 
of countries had been in his pay. Many Social-Democratic 
leaders were supported by him. 

One of the biggest American business men—Insull— 
also proved to be an outright swindler. In the spring of 
1932 the corporation which he headed and which owns 
electric power stations, gas plants and water supplies in 
sixty cities, having a capital of half a billion dollars, 
■crashed 

“ . . the crisis has not been restricted to the sphere 
of production and trade, but has also affected the 
credit system, currency, the sphere of debt obligations, 
etc, and this has broken down the traditionally es¬ 
tablished relations both between separate countries and 
between social groups in the separate countries. 

“An important role in this was played by the drop 
in the prices of commodities. Notwithstanding the re¬ 
sistance of the monopolist cartels, the drop in prices 
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increased with elemental force, and the drop in prices 
occurred primarily and mostly in regard to the com¬ 
modities of the unorganized commodity owners, viz., 
peasants, artisans, small capitalists; the drop was 
gradual and smaller m degree in regard to the prices 
of commodities offered by the organized commodity 
owners, viz , the capitalists united in cartels. The drop 
m prices made the position ot debtors (manufacturers, 
aitisans, peasants, etc.) intolerable while on the other 
hand it placed the ci editors in an unprecedently priv¬ 
ileged position Such a situation had to lead and really 
did lead to the colossal bankiuptcy of firms and sep¬ 
arate entrepi eneurs. During the past three years tens 
of thousands of joint stock companies were ruined in 
this way in the United States, in Germany, in England 
and in France The bankruptcy of joint stock com¬ 
panies was lolloped by the depieciation of the cur¬ 
rency, which to some extent eased the position of the 
<Iebtois. Depieciation of cuirency was followed by 
the legalized non-payment of debts, both foreign and 
internal ” 

The development of the ciisis led to the bioadest tnfta- 
tion, that is, depreciation ot cuiiency. The drop in prices 
results in gieat difficulties for the debtor a debt of the 
same amount payable when prices have declined costs him 
a consideiably greater quantity of commodities than when 
he conti acted the debt The drop in prices adds additional 
burdens to the shouldeis of debtor entrepreneurs and 
makes the position of entire countries that are considerably 
in debt much worse What is the way out of this difficulty 
The capitalists and their governments seek a way out in 
two directions by moratoriums, a stoppage of payment on 
debts, and by inflation. With the development of the crisis 
capitalist countries one after another stopped then debt 
payments. But that was not sufficient. They also adopted 
the course of inflation. At first the weaker countries in¬ 
troduced this measure Then in the autumn of 1931, Eng¬ 
land took up the course of inflating its currency; the Brit¬ 
ish government stopped changing its paper money into 
gold, and the pound sterling began to fall in value. The 
depreciation of currency eases the position of the debtor— 
he can now repay his debt with depreciated, that is, cheap- 

♦ Stalin, Report on the Work of the Central Committee of the 
CPSU., (Seventeenth Party Congress), pp 10-11 
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er, money. But inflation is also of tremendous importance 
m the stntggle far foreign markets. 

Depreciation of its money gives the capitalist country 
an advantage ovei other countries on the world market. 
The leason for this is that its commodities cost less on a 
gold basis. The pi ice in paper money may even use, but 
if this money is exchanged foi gold the commodities of the 
countiy with an inflated cuiiency will piove to be cheaper 
than the commodities ot the eountiies which have lemamed 
on the gold standaid And \Wth a low’ price it is easier 
to overcome competition on the woild market. Those coun¬ 
tries whose commodities aie still pi iced in the old money, 
which IS based on the gold standard, aie at a disadvantage. 
Thus w^e see that anothei of the biggest capitalist countries 
in the world, the USA, the i idlest country of all, also in¬ 
flated its currency, in Maich 1933 The American dollar 
and the English pound sterling were considered the most 
stable currencies in the entiie capitalist woild They weie 
looked up to, the business men of all capitalist countries 
firmly believed in then stability, they were valued on a par 
with gold, the accumulations ot other, less wealthy coun¬ 
tries were converted into these currencies And these two 
strongholds gave way, pulling down w’lth themselves the 
currencies of other countries dependent on them The thud 
big country that was enriched by the war, Japan, depre¬ 
ciated its money to almost one-third of its former value in 
gold With this wave of currency inflation on the part of 
the more powerful capitalist countries a new^ w'langle 
arose, a new scramble among the capitalists. The country 
with an inflated currency, since it can sell its commodities 
cheaper on the world market, can beat its iivals Thus in 
the fight for markets, a new-^ weapon came into use—in¬ 
flation And with this weapon a cwiency war is being 
waged. 

Towards the end of 1933 only four countries in the en¬ 
tire capitalist world had currencies based on the gold 
standard: France, Belgium, Switzerland and Holland. All 
other countries had had recourse to inflation. 

“It goes without saying that these phenomena which 
shook the foundations of the credit system had to 
bring in their tram, and did bring in their train the 
cessation of payments on credits and foreign loans, the 
cessation of payments on inter-Allied debts, the cessa¬ 
tion of the export of capital, the further diminution of 
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foreign trade, the further diminution of the ex¬ 
port of commodities, the intensification of the strug¬ 
gle for foreign markets, trade wars between coun¬ 
tries and—dumping. Yes, comrades, dumping. I do 
not mean the alleged Soviet dumping, about which 
only very recently certain noble deputies in noble par¬ 
liaments of Europe and America were shouting until 
they Avere hoarse. I mean the real dumping that is 
now being practised by nearly all the ‘civilized’ states, 
and about which the gallant and noble deputies main¬ 
tain a prudent silence.” * 

The data on the movement of industrial production in 
capitalist countries show that the point of greatest decline 


Thp nf reached in 1932. The following 

Ycar, 1933, mdustiy in the capitalist 

oeculiarities countries began to show a slight up- 

pecuiianues During the course of 1933 

theie weie frequent fluctuations up and down, nevertheless, 


industry did not drop to the low point it had reached in 
the summer of 1932. 


It would be incorrect to explain this phenomenon ex¬ 
clusively by the policy of inflation and the feverish war 
preparations which a number of governments of capitalist 
countiies have adopted In some countries, Japan for in¬ 
stance, colossal orders for the war industries have actually 
played a great role. Improvement in the condition of in¬ 
dustry is, however, to be observed in all countries, includ¬ 
ing those which have a stable currency. It is consequently 
evident that “side by side with the war-inflation boom the 
operation of internal economic forces of capitalism also has 
effect here ” *♦ 


Bv means of the fierce intensification of the degree of 
exploitation of the working class, by means of the ruin of 
the masses of the farmers, by means of the robbery of the 
toiling masses of colonial countries, capitalism has succeed¬ 
ed in obtaining a slight improvement in the condition of 
industry The increased exploitation, the heightened in¬ 
tensity of labour, the reduction in wages—all this makes 
it possible for a number of capitalists to continue produc¬ 
tion even with a small demand and low prices of commod¬ 
ities Prices of raw materials and foodstuffs have declined 


at the expense of the peasants and toilers in the colonies; 


Ibid, p 11 
* Ibtd , p 14 
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this also means lower costs of production for the capitalists 
The crisis has destroyed a tremendous part of the product¬ 
ive forces. The destruction of large quantities of goods 
has at last so reduced the reserves that the ratio between 
supply and demand has in a number of cases become more 
favourable. The wiping out of weaker enterprises has 
here and there cleared the market for the surviving strong¬ 
er ones. 

Thus industry in the principal capitalist countries has 
passed its lowest point. From this low point industry has 
entered the phase of depression, 

“. . not an ordinary depression, but a depression 
of a special kind which does not lead to a new boom 
and flourishing in industry but which, on the other 
hand, does not force it back to the lowest point of 
decline.” * 

In ordinary times when capitalism had not yet reached 
its period of decline and fall, crises were replaced by de¬ 
pressions, which were in turn replaced by periods of pros¬ 
perity But at the present time, capitalism is moribund 
capitalism. It is undergoing its general crisis, rent by the 
most profound contradictions which propel it to its doom. 
The present economic crisis broke out amidst the general 
crisis of capitalism; that is why it is distinguished by such 
depth and protractedness, such power of devastation and 
acuteness. The new phase of depression has also been 
entered upon amidst this general crisis; that is why this 
depression differs radically from the usual type of depres¬ 
sion and IS not the forerunner of a new boom, a new 
period of prosperity. 

”. . . because all these unfavorable conditions which 
prevent industry in the capitalist countries from rising 
to any serious extent still continue to operate. I have 
in mind the continuing general crisis of capitalism m 
the midst of which the economic crisis is proceeding, 
the chronic working of the enterprises under capacity, 
the chronic mass unemployment, the interweaving of 
the industrial crisis with the agricultural crisis, the 
absence of tendencies towards any serious renewal of 
fixed capital which usually heralds the approach of a 
boom, etc., etc.” ** 
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The eve of a new 
round of revolu¬ 
tions and wars 


The crisis raging m the whole capitalist world since 
1929 has sharpened to the utmost all the internal and ex¬ 
ternal contradictions of the capitalist 
system The protracted crisis has 
brought about an unparalleled aggra¬ 
vation of the conditions of the toiling 
masses Colossal unemployment, ruthless reduction in 
wages, the intensification of exploitation—this is the fate 
of the working class under the conditions of the present 
crisis The crisis has also subjected the broad masses of 
farmers to unprecedented rum. Together with their im¬ 
poverishment there is a tremendous upsurge of the resent¬ 
ment of the toiling masses against the capitalist system 
In the face of the indignation of the masses, the bour¬ 
geoisie IS more and more abandoning the old methods by 
means of which it formerly held the working class in sub¬ 
jection and IS passing over to open terrorist, fascist dic¬ 
tatorship In Germany the bourgeoisie, with the aid of the 
Social-Democrats, set up the bloody dictatorship of Hitler 
in February 1933 Fascist tendencies are growing among 
the bourgeoisie in other countries as well The establish¬ 
ment of fascism in Germany bears evidence not only of 
the tiaitorous role of the Social-Democrats who split the 
ranks of the working class and thus weakened its resist¬ 
ance to the bourgeois dictatorship, the accession of Hitler 
to power also bears witness to the weakness of the bour¬ 
geoisie which can no longer maintain power in its hands 
by the old methods of administration. The bourgeoisie is 
throwing off its democratic tinsel and is going over to 
open, bloody terror against the working class. But this 
only results in a further sharpening of the class struggle, 
threatening to explode the entire structure of capitalism. 

The protracted crisis has extremely sharpened all the 
existing antagonisms between the capitalist powers. Under 
conditions of the crisis every country tries to shift its bur¬ 
den onto other countries The struggle for markets has 
grown exceedingly keen Having recourse to dumping on 
foreign markets every country, at the same time, raises 
barriers around its own markets against the encroachments 
of foreign competition The non-payment of debts sharp¬ 
ens the antagonisms between creditor and debtor nations. 
The crisis has intensified the action of the law of uneven 
development under imperialism. It affected various coun¬ 
tries with varying force and thus produced a shifting in 
the relation of forces among the imperialist nations. All 
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this has sharpened the relations between countries to the 
extreme. The preparations for a new imperialist war are 
already proceeding in the most open fashion. Capitalist 
countries are arming to the teeth in preparation for a new 
battle for the redivision of the world. While all branches 
of industry restricted production as a result of the crisis, 
one branch of industry—the war industries—did not con¬ 
tract, but on the contrary, expands from year to year. A 
number of years have already passed since Japan first oc¬ 
cupied Manchuria with armed forces and began pushing 
deeper into Northern China. The Sino-Japanese war ren¬ 
ders the struggle for the Pacific Ocean, where the imperial¬ 
ist interests of Japan, the United States and Great Britain 
clash, extremely acute. 

In the secret chambers of imperialist staffs the plans 
for future wars are already being worked out. Prominent 
among these plans are projects for armed intervention 
against the Soviet Union. 

“The tremendous strain of the internal class antag¬ 
onisms in the capitalist countries, as well as of the in¬ 
ternational antagonisms, testify to the fact that the 
objective prerequisites for a revolutionary crisis have 
matured to such an extent that at the present time 
the world is closely approaching a new round of revo¬ 
lutions and wars.” * 

The correctness of this estimate of the situation has 
been confirmed by a tremendous number of facts. The 
countries where fascism was “victorious” are in turmoil. 
In Germany the Communist Party is conducting an heroic 
struggle against fascism and in the exceedingly difficult 
circumstances of a deeply “underground” existence is pre¬ 
paring its forces for the overthrow of the fascist dictator¬ 
ship. In France fascist provocations called forth such 
powerful resistance on the part of the masses of the work¬ 
ers that bourgeois politicians were thoroughly terrified 
by the indignation of the proletariat. In Austria in Feb¬ 
ruary 1934 tens of thousands of workers conducted an 
armed struggle for many days against the greater forces 
of the enemy and under the extremely difficult circum¬ 
stances of the treachery of their leaders. Soviet China, 
embracing a number of regions with a population of over 
sixty million people, has now become a powerful factor. 

• Theses and Deetswms of the Thirteenth Plenum of the E.C.C.I., 
p. 5, Modern Books, Ltd., London, 1934. 
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It has successfully resisted a number of crusades launched 
against it by the counter-revolutionary generals, and has 
created its own powerful Red Army. 

“The masses of the people have not yet reached the 
stage when they are ready to storm the citadel of cap¬ 
italism, but the idea of storming it is maturing in the 
minds of the masses—there can hardly be any doubt 
about that.” * ** 

We already know that capitalism will not go off the 
stage on its own initiative, that it will not collapse auto¬ 
matically. We know that all the theories of the automatic 
collapse of capitalism only bring untold harm to the cause 
of the working class, lulling its will to the long persistent 
struggle which is necessary in order to triumph over the 
exploiters. No sharpening of the contradictions of capital¬ 
ism creates a situation where the bourgeoisie can find 
absolutely no way out. Only a persistent struggle will de¬ 
cide the collapse of the capitalist system. 

“The victory of the revolution never comes by itself. 
It has to be prepared for and won. And only a strong 
proletarian revolutionary party can prepare for and 
win victory.” '* 


REVIEW QUESTIONS 

1 How IS the protracted character o£ the present crisis 
to he explained’ 

2 In what is the exceptional acuteness and depth of this 
crisis expressed’ 

3 In what is the character of the present crisis as a 
crisis of overproduction expressed’ 

4 How did the crisis affect the position of the prole¬ 
tariat’ 

5 How did the crisis affect the position of the peasantry’ 
f) What are the characteristics of the present depression’ 

7 What indications are there of the approach of a new 

round of revolutions and wars? 

* Stalin, Report on the Work of the Central Committee of the 
CP.S.U., (Seventeenth Party Congress), p 17 

**Ibtd.,p 22 
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